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“The supply of these tools will not fail 
... it will increase.” — President Roosevelt 


AIRCRAFT HANGARS 














Job — three hangars for the United States Army Air Corps—at MacDill Field, 
Tampa, Florida. 


e 
Size — more than 200 feet broad, arched roofs requiring over 2200 tons of struc- 
tural steel. Steel produced, rolled, fabricated and erected by Bethlehem. 


« 

Time — first steel delivered to site 
Nov. 4, 1940. Steelwork erected 
complete Feb. 14, 1941. 


Bethlehem Steel Company is setting 
new high records for the production of 
steel and finished steel products for 


buildings, equipment and other defense 
matériel. 





Interior view of hangar showing arch-roof construction. => pate”. 


BETHLEHEM STEEL COMPANY 
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P IN NEW ENGLAND there is a rock by the sea. It is 
unadorned. The hand of man has changed it only 
by cutting on its surface the date 1620. 

Thousands visit this rock and are inspired. For 
Plymouth Rock is a monument to amazing courage, 
fortitude, endurance, unselfishness and vision. 

Plymouth Rock might well be called the threshold 
of the American Way of living. 

There is a good measure of this indomitable Amer- 
ican courage in the car that proudly bears the name 
PLYMOUTH —famed as the pioneer of better engi- 
neering in a low-priced car. 

At its start, Plymouth faced real obstacles. An un- 
known car, it met competitors strongly intrenched. 


Good Old Roe 


mee 


But by pioneering ahead of every other low-priced car 
such advantages as hydraulic brakes, all-steel bodies, 
and many contributions equally important, Plymouth 
marched through all obstacles. Success was swift, spec- 
tacular, continuous. 

Now, more than four million Plymouth cars have 
proved that sound, forward-looking ideas win a quick 
and loyal following. 


Looking ahead—you can count on Plymouth to carry 
on what its founders began by making a better car. 
People say—“Plymouth builds great cars.” Building 
the best car a low price can buy is the rock upon which 
Plymouth public service is based. 


Plymouth Division of Chrysler Corporation, 


PLYMOUTH 


CHRYSLER CORPORATIONS NO.! CAR 
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TE PETAR PIIIY ov cncvesscsccssosisaceed med 
Shifts in the balance of world power have 
convinced United States policy makers 
that this nation henceforth must keep at 
least 800,000 trained and fully armed men 
ready to fight at any time from the Philip- 
pines to Iceland. Today, the Army is 
larger than that, but lacks arms. Tomor- 
row, arms will be ready, but trained men 
will be gone—unless Congress lets the 
Army keep Guardsmen and Selectees for 
the duration of the emergency. That’s the 
situation which President Roosevelt and 
General Marshall regard as a crisis. Here 
are the facts underlying their conclusions; 
the policies that determine our military 
needs of the future. 


NEW ATTACK ON AXIS................4- rs. 
This Government now is preparing to at- 
tack Adolf Hitler on new fronts—espion- 
age and political warfare. Intelligence 
services of the War, Navy, State and 
Treasury Departments will join with the 
FBI in pooling all information gathered at 
home or abroad about Axis moves, and in 
encouraging resistance to Nazi activities 
wherever possible. Co-ordinating the com- 
mon efforts will be Col. William J. Dono- 
van. This is the story of his plans to 
fight Hitler with his own weapons. 


NAZIS IN LATIN AMERICA.............. P. 10 
Right in our own backyard—the Carib- 
bean—German agents are waging an un- 
dercover war aimed at the Panama Canal. 
Reports of Nazi activities throughout Cen- 
tral America continue to worry officials in 
Washington. Here are described the dan- 
ger spots, the methods used by the Nazi 
agents and the evidence of their presence. 


THREAT TO AIR LINES 

Expanding needs of booming air transport 
in the United States are running head on 
into demands of defense for planes. Air 
lines say they need 100 to 150 more trans- 
port planes; Army men say much domestic 
air travel can be shifted to railroads and 
highways. British needs and the require- 
ments of Latin-American air defense com- 
plete the threat to our air industry’s ad- 
vance. Here are the arguments; the plan 
that may be adopted as a compromise. 


CUT IN AUTO OUTPUT 

Automobiles will be the first civilian com- 
modity to feel severely the pinch of de- 
fense requirements. Plans in making call 
for a reduction from an annual output of 
more than 5,000,000 cars to less than 
4,000,000. This means pressure for higher 
car prices, extensive unemployment. cur- 
tailed business profits. It all adds up to a 
pattern of widespread dislocations. anx- 
ious efiorts by manufacturers. and the 
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Government to soften the impact of shifted 
activities. To see the pattern clearly and 
completely, read this article. 


IRELAND: DANGER SPOT.............. P.14 
Washington’s officials now look on Ireland 
as the key to the defense of Britain. They 
believe that Hitler plans to seize it—and 
that the resulting battle may decide the 
war. Their conclusions, and the plans of 
British and United States military experts, 
are presented here. Also the reasons be- 
hind Irish refusal to allow British occupa- 
tion of their defenses; the chances Ireland 
would have in fighting invasion alone. 


OUR MILITARY MOVES ABROAD....P.20 
Within the last four decades, the United 
States has fought only two declared wars 
—yet American forces have gone on sixty 
military expeditions to foreign countries in 
the same time. The Pictogram shows how 
our Army and Navy have carried the flag 
from China to the Mediterranean. 


PROFITS IN ARMS MAKING............ P. 28 
Today private business is building 70 per 
cent of the Navy’s ships, 90 per cent of the 
Army’s guns. Military officials say the 
prices paid are not too high, but Congress 
is asking why a battleship should cost 
$7,000,000 to $10,000,000 more in private 
than in Navy shipyards. The Newsgram 
reveals what Senate investigators have un- 
covered so far, and explains the cost dif- 
ferences between private and Government 
operations. 


RECORD OF MEDIATION 

The National Mediation Board has been 
at work four months. In that time, wage 
increases amounting to over $100,000,000 
have been granted and work stoppages on 
defense production have increased in num- 
ber and extent. But these facts are only 
part of the record. The Labor Week pre- 
sents it all; points out the Board’s basic 
methods as revealed by past decisions. 
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Blacklist. Proclaimed by President 
Roosevelt was a list of 18,000 Latin-Amer- 
Yican business firms said to have Nazi or 

Fascist leanings. 

Assets of the firms were frozen in U.S. 
banks; U.S. businessmen were forbidden 
to trade with the suspects. The list in- 
Kcluded everything from utilities to drug 
stores, is aimed at throttling Axis activity 
in this hemisphere. 

Dovetailed with the blacklist was the 
Government’s announced plan to buy 
}Mexico’s total output of strategic mate- 
Rrials for the next 18 months. 





















* ¥* * 






Mlectric power. To the President was 
psubmitted a long-range power development 
program by the Federal Power Commis- 
sion. Basis of the program was an estimate 
Mthat defense output will run at a $3,000,- 
0,000-a-month rate through 1946, will 
Prequire 20,000,000 kilowatts of power. 

To get this added electric energy, FPC 
proposes to add 2,500,000 kilowatts to 
team plants, 1,000,000 kilowatts to water 
wants each year for 1943, 1944, 1945, 1946. 
M st: $470,000,000 a year, to be supplied 
mostly by the Government. 

















* * * 





Prices. On the President’s desk was re- 
ported to be a price-control program tenta- 
tively agreed upon by Congress and ad- 
ministrators. 

To the Office of Price Administration 
and Civilian Supply probably will go au- 
thority to fix prices on living necessities, 
(critical materials, but no power over farm 
ops or wages. 













* * * 





Shipping. To the sea’s bottom went 322,- 
296 tons of British and neutral merchant 
hipping in June, third lowest figure for 
he last 12 months, but still too high for 
comfort. 

* Again in London, Presidential Aide 
Harry Hopkins told Britons that U.S. 
ards would produce 6,000,000 tons in 
192, more in 1943. 















* * 





luminum. Five companies were se- 
ted by the Office of Production Man- 
agement to operate seven new aluminum 
plants. Purpose is to increase production 
& 600,000,000 tons a year. 
companies and their plants: Alumi- 
tum Company of America, three; Reyn- 
ds Metals, Bohn Aluminum & Brass, 
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Union Carbon & Carbide, Olin Corpora- 
tion, one each. 

To clarify public understanding of the 
aluminum shortage, OPM explained that 
military requirements, direct and indireci, 
between July 1 and December 31 total 
400,000,000 pounds. Production of virgin 
ingots is estimated at 327,000,000 pounds, 
and scrap may boost the figure to 400,- 
000,000 pounds. 

Expected result: just enough defense 
aluminum to squeeze through the year. 


* * * 


Material supplies. Manufacturers’ in- 
ventories were reported by Commerce De- 
partment to be $1,500,000,000 
year ago. 

Increases were attributed to rising pro- 
duction rather than to speculative buying. 
The latter influence is said to be reflected 
in increasing new orders. 


above a 


* * * 


Copper. Conferences between big copper 
producers and defense officials were held in 
Washington, with the object of increasing 
the output of red metal. 

From small Arizona producers came a 
proposal to get 55,500,000 pounds from 
high-cost mines. The proposal: price in- 
crease to 14 cents (now 12 cents); a 
Government-guaranteed market; five-year 
amortization for new equipment, with ex- 
emption from income and excess profits 
taxes; RFC loans for new machinery. 


* * . 


Labor supply. The special House com- 
mittee on migratory labor learned of acute 
labor shortages in special defense centers 
from OPM’s Nelson. Price Administrator 
Leon Henderson advised that high rents 
and housing shortages discourage work- 
men from taking defense jobs. 

Labor supply problems promise to be- 
come more acute when, and if, Congress 


th of the Menay. 





s Blacklisting Pro-Axis Firms ... Plan for Power Development 


... Increased Aluminum Capacity ... Price Control Program 


acts on General Marshall’s plea to keep 
the draft army longer in service. (Page 7.) 


* * * 


Standardization. Defense urgency is 
giving the Bureau of Standards its chance 
to persuade American industry to reduce 
the number of models and varieties of 
products. 

The paint and varnish industry is ad- 
vised to reduce the number of oil cclors 
from 218 to 153, the number of water 
colors from 127 to 101. Simplification of 
all tools and gadgets is reeommended. The 
Bureau’s success in lowering spade and 
shovel types from 5,000 to 1,000 was 
praised by OPM Purchaser Donald Nelson. 


* * * 


Railroads. Association of American Rail- 
roads requested Southeastern lines to dis- 
continue passenger excursions. The re- 
quest was interpreted as a forecast of cur- 
tailed passenger service. 

The reason: Troop movements are ex- 
pected to increase from 30 to 50 per cent 
next year. Heavier business travel will 
add to the demand for coaches and sleep- 
ers. Air lines also are having traffic prob- 
lems because of defense priorities on 
planes. (Page 11.) 


* *& 


Food costs. Higher charges for food con- 
tinue. Prices rose 3.7 per cent from mid- 
May to mid-June. Largest increases are 
marked up for pork chops, bacon, butter 
and lard. 

Influences behind mounting food bills 
include lend-lease buying for Britain; ex- 
panded purchases for the Army; increased 
earnings among workers. 


* * * 


(On pages referred to in parentheses 
above will be found more extended treat- 
ment of the topics mentioned.) 
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TRAVELERS are riding the trains again 
... mew trains that are making railroad 
history. Swift, safe, light-weight stream- 
liners of the Budd-built Stainless Fleet, 
they have shortened schedules, intro- 
duced new comforts and luxuries, and 
made thousands of new friends for the 
country’s railroads, 


Many of the Stainless Fleet are 
Sleeper-Coach or Chair-Coach trains 
with reserved reclining seats and com- 
plete recreational cars— at regular 
day-coach fares. Others, with sleeping- 
cars, are superb top-fare trains. 


"*KANSAS CITY-DALLAS ROCKET" © CRACK ROCK ISLAND STREAMLINER 


All are built by Budd throughout of 
stainless steel —the strongest known 
material suitable for structural pur- 
poses—and fabricated by the exclusive 
SHOTWELD*® system. 


Trains of the Stainless Fleet have 
made extraordinary records for the 
progressive railroads that run them. 
They greatly reduce maintenance and 
operating costs. They greatly increase 
passenger traffic . . . because they have 
brought hundreds of thousands of 
people back to the trains! Edward G. 
Budd Manufacturing Co., Philadelphia. 


* Reg. U. S. Pat. Off. 


THE STAINLESS FLEET 


Chicagoan ¢ El Capitans * Golden Gates « 
Kansas Cityan * San Diegan * Super Chief 
*Tulsan of the Santa Fe. 


Champions of the Aflantic Coast Line 


_Flying Yankee-Mountaineer of the Boston & Maine- 


Maine Central 


Denver Zephyrs * General Pershing Zephyr ¢ 
Mark Twain Zephyr * Pioneer Zephyr * Sam 
Houston Zephyr ¢ Silver Streak Zephyr « Texas 
Rocket * Twin Cities Zephyrs * Texas Zephyrs 
of the Burlington 

Champion of the Florida East Coast 


Dixie Flagler of the Florida East Coast-Chicago & 
Eastern Illinois 


South Wind of the Pennsylvania 
Crusader of the Reading 


Chicago-Des Moines Rocket ¢* Chicago-Peoria 
Rocket * Kansas City-Dallas Rockets * Kansas 
City-Minneapolis Rockets of the Rock Island 


Silver Meteors of the Seaboard 











e Thirteen hours between bustling 
Kansas City and booming Dallas 
is the record schedule of two of 
the Rock Island’s six Budd-built 
stainless steel streamliners. Your 


seat on the Rocket is reserved, ad- 
justable for sitting or reclining. 
Air-conditioning, sound- proofing 
and a score of Budd engineering 
improvements smooth and quiet 


your ride. You can relax and 
doze or seek companionship in the 
friendly Parlor-Lounge or beauti- 
fully decorated Diner. The whole 
train is yours—for a day-coach fare! 
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War's timetable as seen by best-informed U. S. officials..... 

An attainment of Hitler objective in Russia by September 15. 

A probable Japanese venture toward Siberia in the early future. 

A series of German moves, into Portugal, through Spain to Gibraltar, against 
the British in North Africa to follow the campaign in Russia. 

After that..... 

A quick turn to settle accounts with Britain in late autumn, or a renewal 
of bombing raids, to be followed next spring by a flanking move into Ireland. 


2201 M Street, N. W. 
Washington, D. C. 

















At home, Government will continue to extend its sway; will continue to push 
ahead slowly but surely to marshal U. S. resources for future trouble. 

Odds are far more than 50-50 that troops in service will stay in service. 

It's probable that Government will get added power to draft property. 

Odds now favor increased Government control over industry's prices. 

A plan of forced savings for individuals seems increasingly in the cards. 

All foreign trade will come more and more under Government control. 

It's now inevitable that Government will ration many basic materials. 

Days of drift and indecision, of easygoing independence for individuals and 
businessmen are gradually slipping past. Days ahead will see gradual but steady 
growth of Government authority; will see more control, more crackdown. 


























Roosevelt still believes he can get what he wants without formal war. 

But: The process is slow and creaky, and pressure for action grows. 

For example..... 

Take the Army: Men want to go home after their year when there isn't war. Con= 
gress wants to please. Yet: Army sees disaster if men are demobilized. 

Take industry: With no war, a shift into war production, with its disloca- 
tions, is resisted. Yet: Whole war outcome depends on U. S. arms production. 

Take labor: Union leaders insist upon strikes as usual, since there is no war. 
Yet: Strikes interfere with an arms production that is all-important. 

There's no present sign that wartime results can be had without war. 

Army is very mysterious about new dangers that make necessary a trained U. S. 
Army; that cause the present to be-regarded as a real emergency. 

Actually: These are the foreseen events..... 

A Hitler move into Portugal that would threaten German occupation of Cape 
Verde and Azores Islands, of strategic importance to U. S. 

A Hitler move into Ireland that would flank England and give Germany another 
Strategic outpost in the Atlantic, of concern to U. S. 

A Hitler move to Dakar, giving a foothold that can dominate some South Ate 
lantic trade routes; that can complicate the U. S. problem of defense. 

A Japanese move southward that would flank the U. S.-owned Philippines. 

These are not events that will occur tomorrow, or next day. But: They are im- 
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NEWSGRAM--TOMORROW-- (Continued) 


minent enough to make U. S. generals and admirals wary; imminent enough to cause 
warning that it may be dangerous to reduce strength of U. S. forces. 


U. S. and Canada are starting to consider economic co-operation; are be-= 
ginning to explore possibilities of meshing these two neighbor economies. 

It's just for war now; it's to obtain more efficient arms production. 

But: Longer-range implications are not overlooked by high officials here. 

The reasons why..... 

Opinion is deepening that U. S. may be forced into hemisphere isolation by 
this war; that Hitler will become too deeply entrenched in Europe to be ousted. 

Any chance of doing business with Hitler, of trying to appease him, is im- 
possible; is only an invitation to disaster, as all who tried have learned. 

U. S.-Canadian understanding and co-operation are vital in any isolation. 

What's starting now as wartime co-operation is to develop into an understand- 
ing of needs for peacetime co-operation; into a basis for planning. 

















Fact is that U. S. is getting set for world-wide economic warfare against 
Hitler; that lines are laid for a no-quarter contest in future trade. 

Blacklist of 1,800 firms doing business in Latin America is just a start. 

Gradually: Economic power of U. S. as the world's greatest market and as 
world's greatest supplier will be brought to bear in many areas. 

This means growing Government direction of and control over foreign trade. 
It means future use of all kinds of trade weapons to battle U. S. enemies. 








It looks as if Roosevelt and Congress will accept the ideas of Leon Henderson, 
not Bernard Baruch, on a method of attempted price control. 

Bernard Baruch's idea: To pass a law freezing all prices--retail prices, 
wholesale prices, raw material prices, rents, wages, interest rates, etc. 

Leon Henderson's idea: To pass a law providing broad discretion in applying 
a price ceiling; to create a system of price administration that can treat indi- 
vidual situations without freezing all prices into a fixed pattern. 

But: In going along with Henderson, Congress is to balk at wage control, is to 
balk at farm-price control, is to leave the door to inflation wide open. 

Also: Congress is not prepared to reach down deep into purchasing power; is 
not ready to control the volume of income which underlies price-rise pressure. 

Result is that whole inflation problem is unlikely to be solved. 











Congress continues to be wary of the President; continues to seek ways to 
avoid doing what Roosevelt asks. But: Without much success in foreign fields. 

As matters stand..... 

National Guard: Very likely to be retained in service for the duration. 

Selective Service: Same story, except that older men will be released. 

Reserve Officers: Almost surely to be kept in service. 

Appropriations: To be voted in immense volume for defense, but with some signs 
of opposition, some initial questioning of growing arms plans. 

Taxes: To follow Congress rather than White House or Treasury ideas. 

SEC: Probably to be left with its present law unchanged this year; probably 
to succeed in delaying action on any change until next year. 

Daylight saving: Likely to be voted for use as Roosevelt sees fit. 

















Inside attitude is that Japan will try to divert U. S. attention to the Pacific 
in obedience to Hitler orders; that there will be a verbal offensive. 

Best opinion, however, is that the Japanese will not now force a fight with 
this country and Britain; that she will be more inclined to move westward. 
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OUR ARMY OF THE FUTURE: 
NEED FOR MORE MEN AND ARMS 


Why Administration Seeks to Hold Guardsmen and Selectees in Service 


Necessity of large force 
to protect our possessions 
against attacks by sea 


A permanent Army of large size is to be 
forced upon the United States by the pres- 
ent war. This Army of the future, under 
present plans, will include at least 800,000 
regular troops. A system of selective serv- 
ice will supplement these forces with 
shorter-term draftees. It will be a very ex- 
pensive Army, including within itself a 
large air force and a large mechanized 
force. 

However, today’s Army—faced with a 
defense task that extends from one end of 
a dangerous world to the other—is far 
from the Army of the future. There is not 
a single division within it that is fully 
trained and fully equipped for modern war. 
Three-fourths of this Army’s officers, un- 
der existing law, will begin to leave the 
service in September. Two-thirds of the 
enlisted men are scheduled to go home in 
the year that starts next September. 

The result is a situation that President 
Roosevelt and Gen. George C. Marshall, 
Chief of Staff of the United States Army, 
regard as a crisis. 

Today there is an Army of nearly 
1,500,000 trained men, including 476,000 
Regular Army troops. These men are 
hardened and are high-grade individual 
soldiers. They have had training in the 
use of basic weapons. They have begun to 
gain experience in teamwork. But they 
are not ready for war because the Army of 
which they are part lacks an adequate sup- 
ply of every basic weapon except rifles and 
machine guns. It even lacks ammunition 
for its rifles in a quantity sufficient for 
war, due to 20 years of argument in Con- 
gress that if the United States possessed 
an arms industry it would also have a war. 

Tomorrow there will begin to be arms, 
but, under existing law, there will not be 
a trained Army to use them. This Army 
will begin to melt away in September, 
when 4,000 National Guard officers and 
69,000 men will be free to start home. 
In November, the first contingent of the 








JULY 25, 1941 


new draft Army will complete its year of 
service and will start home. Beginning 
with August, the Army command will be 
forced month after month to prepare to 
demobilize trained men and to replace 
those men with recruits. 

This Army is on guard in the Philip- 
pines, where danger is imminent. It is 
in Hawaii, in Panama, in Newfoundland, 
in Greenland, in Bermuda, and must go 
to Iceland if that outpost is to be de- 
fended. Every unit in the Army contains 
Selective Service men. Many units con- 
tain National Guardsmen. All units con- 
tain Reserve Officers. 

Here, then, is the situation that is giv- 
ing rise to General Marshall’s request that 
Congress give the President authority to 





—Acme 
CHIEF OF STAFF MARSHALL 
In plain words .. . a crisis 


retain in service during the present 
emergency the National Guard, the Re- 
serve Officers, the Selective Service men 
and men in the Regular Army whose en- 
listments expire. 

What it is that General Marshall asks. 
The directing head of the American Army 
asks Congress to do one of two things. 
Either, first, to adopt a simple joint 
resolution stating that the national inter- 
est and welfare are “gravely imperiled by 
the international situation.” Or, second, 
to pass a new law giving President Roose- 
velt authority to retain in service any of 
the military forces of the nation until 
six months after the present national 
emergency is ended. 

Congress attached two conditions to the 
employment of Selective Service forces. 
One was that the men drafted for those 
forces should serve no more than twelve 
months, unless the national interest was 
imperiled, in which case they would serve 
for the duration. The second was that 
these men, and the National Guard as 
well, should not be required to serve out- 
side the United States and its territories 
and possessions or outside the Western 
Hemisphere. 

General Marshall advises Congress that 
the national interest and welfare now are 
imperiled. If Congress agrees, then the 
way is paved to retain men in service be- 
yond one year. If Congress disagrees, then 
it can pass a new law that will make un- 
necessary the demobilization of the rela- 
tively small number of trained men this 
country now can draw upon. 

Why is it that General Marshall asks 
what he does? Two examples provide the 
answer. 

The first example concerns Hawaii. As 
General Marshall explains it: The anti- 
aircraft regiment in Hawaii is a National 
Guard regiment that completes its serv- 
ice September 1. To replace these men, a 
new regiment must leave the United 
States about August 1, so the Hawaii 
regiment can get back home by Septem- 
ber 1. A Regular Army unit must be sent. 
But that Army unit will contain 40 per 
cent Selectees whose terms expire about 
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The National Week 








two months after arrival. All of this re- 
quires shipping and it involves disruption 
and inefficiency. The Hawaii example is 
typical. 

The second example concerns Iceland. 
It became necessary to occupy Iceland. 
This normally was an Army job because 
no forced landing was required. But the 
Army could not do that job because every 
Army division, of necessity, contained Re- 
serve Officers who are barred by law from 
serving outside the Western Hemisphere. 
There would have been an argument con- 
cerning whether or not Iceland was in this 
hemisphere. So marines are doing what the 
Army should be doing. 

What will happen if Congress agrees 
with the Army. In that case, the National 
Guard and Reserve Officers will be re- 
tained in service for the emergency pe- 
riod. Selective Service men, except most 
of those over 28 years of age and men who 
are “hardship cases,” will be retained be- 
yond their year. How long the National 
Guard, the Reserve Officers and the Selec- 
tive Service men will be retained on active 
duty depends upon two things: first, upon 
the eventual size of the Army; second, 
upon the duration of the present national 
emergency. 

The viewpoint in Congress. It is in- 
herent in the nature of Congress to seek 
a compromise. Agreement already has 
been reached that there will be no effort 
at this time to end the restriction against 
use of drafted men and National Guards- 
men outside the Western Hemisphere. The 
thought is that the hemisphere may be 
found to include Iceland and _ probably 
some other points. 

Likewise, Congress is not now in a 
mood to admit that there is a national 
emergency, even though President Roose- 
velt and the Army say there is. A strong 


8 





—OEM defense photo 
HARD, HIGH-GRADE SOLDIERS 
sentiment exists for a plan that would en- 
courage drafted men to enlist voluntarily 
in the Regular Army after completing 
their year of service. The reason is that 
Congressmen in many instances feel that, 
inasmuch as_there is no congressionally 
declared emergency, it would be a breach 
of faith to hold the men more than one 
year. 

However: The prospect is strong that 
Congress will find a formula through 
which the Army can keep most of its men, 
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IN LESS THAN A YEAR RAW DRAFTEES, THROUGH TEAMWORK, BASIC TRAINING, HAVE BEEN TURNED INTO AN ARMY OF 


while the men are given some assurance 
concerning the probable length of their 
service. 

The Army built during the past year, 
and now to melt away during the months 
ahead if existing laws remain unchanged, 
is made up as follows: 

In field armies: There are 456,000 men 
organized into 29 divisions, including 18 
National Guard square divisions, 9 Regu- 
lar Army triangular divisions, one cavalry 
division. 

In armored force: There are 43,000 
men. Only 20 per cent of Selective Serv- 
ice men qualify for this service. 

In artillery, etc.: There are 308,000 men 
in 215 regiments, or similar units. 

In air corps: There are 167,000 men, 
with authorization for 152,000 more who 
will be added to bring the total to 319,000. 

In overseas garrisons: There are 120,- 
000 men, with many more to be added 
as new bases are manned and as existing 
outposts are enlarged. 

In harbor defenses: There are 46,000 
men. 

In maintenance work: There are 160,- 
000 men. 

In training: There are 100,000 to 200, 
000 men. 

This is the Army of 1,500,000 men that 
now exists. General Marshall says that an 
additional 500,000 men could be trained 
with the greatest of ease. 

Owing to changes in the world, the 
men who must shape this nation’s mili- 
tary policy conclude that the future Reg- 
ular Army will need eventually to include 
at least 800,000 men. This base force then 
will be supplemented by a Selective Service 
force drawn from the young men of the 
nation who will undergo at least one year 
of training when they reach the age of 


18 or 21. 
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ATTACKING HITLER ON A NEW FRONT 


Col. Donovan as Collector of Facts on Real Happenings Within Axis 


Importance of campaign 
in encouraging people 
of conquered countries 


New blows at the Axis are being aimed 
by the United States Government. These 
new blows now being planned are not to 
be delivered with bombing planes or tanks 
or battleships. They will be in the more 
intangible but equally vital field of espi- 
onage, counterespionage, propaganda and 
political warfare. 

It is in this field that Adolf Hitler has 
won some of his most important victories, 
without the necessity of large-scale mili- 
tary campaigns. Hungary, Rumania and 
Bulgaria, for example, all were brought 
into the Nazi-controlled system by the 
use of propaganda and political intrigue. 
The British Government also is taking the 
offensive, with its campaign to stir up 
resistance to Germany in the conquered 
countries. 

Similar efforts by the United States will 
be headed by Col. William J. Donovan, 
hero of the first World War and “mystery 
man” of this one. President Roosevelt has 
given him the title of Co-ordinator of De- 
fense Information. Thus Colonel Dono- 
van’s adventurous career is entering a new 
phase—a phase in which his varied experi- 
ence and wide knowledge of modern meth- 
ods of warfare will stand him in good 
stead. 

Just what Colonel Donovan is to do in 
his new role still is something of a mys- 
tery. Best inside information is that his 
job will be twofold: first, to filter and 
interpret for the President’s use the mass 
of confidential information of the various 
intelligence services, and, second, to or- 
ganize counterpropaganda and _ political 
warfare against the Axis abroad. 

In carrying out the first of these two 
functions, Colonel Donovan will work 
with, but will not supersede, J. Edgar 
Hoover, head of the FBI; Brig. Gen. Sher- 
man Miles, head of the Military Intelli- 
gence division of the War Department, 
and Capt. Alan G. Kirk, head of the 
Office of Naval Intelligence. He also will 
have access to confidential reports of the 
State and Treasury Departments. Infor- 
mation received by the various agencies 
will be digested by Colonel Donovan’s 
staff and opportunities for appropriate 
counter-action will be sought. 

How important the intelligence services 
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can be was brought home to officials of 
this Government during the first World 
War. Because the Germans were able to 
decode the instructions of General Persh- 
ing to his forces in France, the battle of 
St. Mihiel became merely a victory in 
which territory was gained, instead of the 
rout and capture of the German troops 
in that sector which had been planned. 
Having knowledge of the American pur- 
poses beforehand, the Germans withdrew 
and avoided capture. 

The second part of Colonel Donovan’s 
job is expected to be equally vital. Through 
the use of radio and other means of com- 
munication, people in the various German- 
occupied countries will be encouraged to 
combat the Nazis in every way they can. 
Colonel Donovan himself took the lead in 





J. EDGAR HOOVER 


this effort with his radio speech to the 
French people on Bastille Day, July 14. 

The British Government already is 
carrying on extensive activities of this 
type. Most recent is the campaign to 
spread the idea of ultimate Allied victory 
in Germany and the German-controlled 
countries by the use of the letter “V.” 
This letter, scrawled on fences and walls 
and billboards, tapped out in radio code, 
and represented in the opening notes of 
Beethoven’s Fifth Symphony, is sweeping 
continental Europe. So disturbed are the 
Nazis that they have taken over the “V” 
symbol themselves, in an effort to blur the 
effect of the British campaign. 

Belief is widely held that the groups of 
foreign extraction in the United States 


CAPT. KIRK 
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could help to stimulate and organize move- 
ments of resistance, both in Germany and 
in the conquered countries of Europe. In 
his new role, Colonel Donovan will have 
an opportunity to guide the activities of 
these groups. 

Use of such tactics would be the reverse 
of Hitler’s plan to split up the United 
States from within, through working on 
the racial minorities in this country. With 
200,000,000 non-Germans in Europe held 
down by Nazi tyranny, Colonel Donovan’s 
task, it is pointed out, should be easier 
than that of Hitler. 

Colonel Donovan is considered especial- 
ly well fitted for his new work. As an unof- 
ficial observer a few years ago, he saw the 
wars in Ethiopia and Spain. Last summer 
he went to Europe at the request of Secre- 
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tary of the Navy Knox, and later collab- 
orated with Edgar Ansel Mowrer in a 
series of articles on German Fifth Column 
methods. Again, last winter, he went 
abroad as the personal representative of 
President Roosevelt, visiting North Africa, 
the Middle East, the Balkans, Spain, Ire- 
land and Britain. 

Not only does Colonel Donovan know 
war at first hand through his World War 
experience as commander of the “Fighting 
Sixty-ninth,” but he also has had wide ex- 
perience as a lawyer and a public figure. 
People who know him well say that the 
most striking thing about his career is 
that, though he may have setbacks, he 
does not know the meaning of the word 
“defeat.” 
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FIFTH COLUMNS INVADE CARIBBEAN 


Activities Like Those Used in Nazi Conquests Menacing Panama Canal 


Axis leanings in Panama, 
Haiti, Cuba, Puerto Rico 
are cause for concern 


The German war machine is fighting 
in the Caribbean as well as in the At- 
lantic. This battle right at our own gates 
does not involve shooting—as yet. The 
operations are wholly under cover. But 
the moves are of the utmost importance. 
The big stake is the Panama Canal, and 
on the outcome may hinge the life or 
death of American supremacy in the West- 
ern Hemisphere. 

Reports of an alarming situation in 
various Latin-American countries con- 
tinue to reach Government officials and 
members of Congress. Of particular con- 
cern are reports of a growing Nazi Fifth 
Column menace in Panama, Haiti, Cuba, 
Puerto Rico, Guatemala and Honduras. 

Result is to raise the question whether 
the Nazis are moving closer to the Pana- 
ma Canal, with sabotage as their purpose. 
Despite the increased protection thrown 
around this vital link in American com- 
munications by the United States Army, 
the fear persists that the Canal might be 
closed by sabotage, performed possibly 
by a handful of men. 

Techniques that the Germans employed 
so successfully in Europe are found to be 
bobbing up on an increasing scale in the 





THUNDER UNDER 


Caribbean and in some other parts of 
Latin America. Here are some of them: 


Infiltration. European background is 
furnished by Norway, where the first 
Germans to arrive were “tourists,” and 
by Czecho-Slovakia and Poland, where 


the real vanguards were colonies of Ger- 
man citizens rather than planes and mech- 
anized forces. Because of this background, 
there is considerable official interest now 
in reports of German infiltration into such 
countries as Panama and Haiti. 

The Germans are said to be acquiring 
citizenship, or at least provisional citi- 
zenship, as a result of which they obtain 
advantages they would not have other- 
wise. Some are reported to be actively 
engaged in Fifth Column work under the 
protection of their acquired rights. 

Reports are heard of German huskies 
entering Panama—men who, like para- 
chutists, would be capable of executing 
effectively a quick sabotage job. 

Blame for this condition is placed on 
too loose, or loosely administered entrance 
requirements in Panama and some other 
countries. Some members of Congress say 
they have been startled to discover poor 
safeguards against Nazi infiltration next 
door to the Canal in Panama, particularly 
since the United States and most other 
countries have tightened up on admission 
of aliens as a result of war conditions. 

Word is passed around. that many Ger- 
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mans move into Panama and then out 
to other Latin-American countries and 
the United States. 

State Department officials, in recent 
conferences with Panama’s Foreign Min- 
ister Raul de Roux on acquisition of de. 
fense sites in Panama, raised the ques. 
tion of Germans being admitted to citizen- 
ship. Mr. de Roux is said to have replied 
that no one could obtain Panama citizen- 
ship in less than 10 years. 

This is not in accord, however, with 
what are believed to be reliable reports on 
the situation in that country. The asser- 
tion is made that citizenship can be 
bought without difficulty in Panama. 

Winning over influential persons. Here 
the background is furnished by France, 
where a number of leading men are said 
to have helped the Nazi blitzkrieg quickly 
paralyze their country. Reports are that 
officials of some Latin-American govern- 
ments have gone over to the Nazi camp, 
that Nazi successes and propaganda have 
gained sympathizers among aristocratic 
elements, and that Latin-American news- 
papers sometimes have published German 
propaganda for a consideration. 

Concern is felt over the temper of the 
Panama Government. The private secre- 
tary to President Arias is said to be defi- 
nitely a pro-Nazi, and there are reports 
that the President has Nazi leanings. 

The United States now is negotiating 
with Panama, under a treaty made in 
1936, for defense sites outside of the 
Canal Zone. Panama officials are said to 
be trying to drive a hard bargain for the 
sites. They have revived, among other 
things, an old proposal for a tunnel to be 
constructed by the U. S. under the Canal 
to connect the two parts of Panama. 

Stirring up trouble. Favorite Nazi de- 
vices are to work through sympathetic 
native groups, and to create dissension 
among the people where possible. In- 
stances in the Caribbean area are reported 
to include Nazi-inspired activity of the 
Spanish Falangist Party in Cuba, and un- 
rest among the natives of Puerto Rico. 

The policy of the United States is to 
leave to the country concerned the han- 
dling of its own Fifth Column. Any effort 
by this country to interfere would bring 
cries of “Yankee imperialism.” However, 
this Government is seeking by counter- 
propaganda and economic influence to win 
the co-operation of the nations in the 
Caribbean to assure hemisphere defense. 
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Shortages of planes, 
engines as handicap to 
development of services 


Air travel is booming anew in the Unit- 
ed States. Much of the traffic increase 
comes from defense activity. Air lines 
want more equipment to handle their 
growing business. At the same time this 
country is trying to promote large-scale 
development of American-controlled air 
transport in Latin America for defense of 
the hemisphere. 

Yet this great demand for more air 
transport at home and in the hemisphere 
is colliding with demands of the U. S. 
Army. The Army wants thousands of 
planes and it wants pilots. The Army and 
Navy have loaded manufacturers with or- 
ders for engines and planes. 

The British want planes from America, 
too. They have sent urgent requests for 
transport planes. Air lines recently were 
ordered to turn over 12 modern transports 
to the British. Altogether about 100 planes 
are reported to have been transferred from 
air lines and private ownership to the 
British. 

Here, then, is a clash of interests which 
is threatening the air transport industry in 
the midst of its rapid development. 

The fight for air transports is attract- 
ing attention in Congress. A special House 
committee is looking into equipment 
needs of domestic lines as part of a broad- 
er study of air transportation. The Civil 
Aeronautics Board is starting a survey of 
1942 transport requirements. The question 
raised is whether this young industry is to 
be one of the first to go down under de- 
mands of defense or whether a plan can 
be worked out to keep it on the upgrade. 

The situation is this: 

Air lines use about 350 planes that com- 
pare with bombers in type. The lines have 
tried to get more, but they ran into the 
defense and British-aid jam on planes and 
engines. Some transport men estimate the 
domestic lines could use 100 or 150 more 
transports. They are hopeful of getting at 
least some of these, on the plea that the 
transport lines are highly important in 
the defense scheme. 

latin American air transport, particu- 

» is rated vital to hemisphere defense. 
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Air Lines Threatened 


By Defense Demands 
Needs of Industry Clashing With Requirements of U.S. and Britain 


The United States has made headway in 
persuading South American countries to 
replace German and Italian lines with 
American-controlled operations. The Re- 
construction Finance Corporation is ready 
to put up the money for extension of 
American-controlled lines. The hitch 
comes mainly in getting equipment. 

Because of their importance to hemi- 
sphere defense, South American lines are 
expected to get transports for routes 
taken over from German interests. Avia- 
tion circles understand the Army has 
agreed to the delivery of 35 transports for 
Latin-American routes. But big-scale de- 
velopment probably must await a let-up 
in military demand for planes. 

Domestic lines may have more diffi- 
culty proving their defense importance. 
Hard-boiled Army men say much domes- 
tic air travel can be shifted to railroads 
or highways. For that reason, they oppose 
letting commercial services have all the 
equipment they want. 

Transport men, on the other hand, see 
their industry as a defense reservoir of 
trained men and equipment. They say the 
American Army could turn over some of 
its old bombers to Great Britain instead 
of calling on the air lines for transports, 
or give the British some of the trans- 





ports the Army took over from the factory. 

As a solution, some operators proposed 
this plan: Let the air lines accumulate 
500 ships. That would mean net purchase 
of about 150 ships. Then, in an emer- 
gency, the Government could take over 
transport lines. 

Foreign air lines likewise face limits on 
expansion because of military demand for 
planes, engines and trained air men. How- 
ever, in warring nations, air lines to a 
large extent have become indistinguish- 
able from military services. 

The British regard the transport lines 
as virtually part of military defense. 
Nevertheless, United States air-line opera- 
tors grumbled about giving up modern 
equipment for use in British transport. 
Many suspected the transferred ships 
would help develop British transport lines 
while the industry in this country suffered. 

Eventually, American lines, too, may 
be regarded as so much a part of the de- 
fense scheme they will get priority on 
ships. An example of how military and 
commercial transport services tend to be- 
come one in war time was the recent dis- 
closure that the Army Air Corps has es- 
tablished transport service to carry offi- 
cials directly from this country to Eng- 
land. 
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WHAT CUT IN AUTO OUTPUT 
MEANS TO U.S. INDUSTRY 


Fewer Jobs, Lower Profits Expected to Mark Shift to Arms Production 


Severe dislocations are 
feared despite efforts to 
cushion shock of change-over 


First large civilian industry to feel the 
shock of the defense program is to be the 
automobile industry. The extent of the 
shock, and methods of softening it, now 
are being discussed by automobile manu- 
facturers and the Office of Production 
Management, but opinion is unanimous 
that the effects will be severe. 

The decision: OPM and other defense 
officials have decided that automobile pro- 
duction for the coming model year must 
be curtailed drastically. The extent of cur- 
tailment is the subject of current confer- 
ences in Washington. 

Automobile factories already had pre- 
pared to cut production 20 per cent below 
1941, but Government officials now have 
decided that this schedule is too mild and 
that greater reductions in output must be 
made. Military and naval officials have 
recommended a 50 per cent slash in auto- 
mobile output and the outlook is that the 
curtailment program will be somewhere 
near this figure. 

The method: To date no announcement 
has been made of the procedure to be fol- 
lowed in curtailing production, but OPM 
and the industry now are trying to dis- 
cover a means of gradually shifting pas- 
senger automobile plants from civilian to 
defense production. 

One suggestion is that automobile man- 
ufacturers should convert factory space as 
quickly as possible to defense work so that 
OPM can place contracts for war mate- 
rials more quickly. The program then 
would call for a shift to defense produc- 
tion as soon as contracts are placed. The 
purpose is to cause as little dislocation as 
possible in the industry. 

Such a plan requires detailed and ex- 
tensive co-ordination between the indus- 
try and defense officials, and a carefully 
planned timetable. Defense officials must 
know precisely when an automobile plant 
is tooled for war production. Auto com- 
panies must know definitely what each 
concern is to produce, when raw mate- 
rials will be on hand and when produc- 
tion can start. 

Only in this way can the shift from 
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civilian to defense work be made without 
important interruption. To date no part 
of the defense program has been char- 
acterized by such careful and detailed 
planning and many observers doubt that 
such a plan can be drawn in time to re- 
arrange 1942 production schedules, which 
normally begin in August. 

The reason: The automobile industry 
has been singled out as the first im- 
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PORTRAIT OF AN AUTO WORKER 


portant victim of the defense program be- 
cause it is the biggest competitor of the 
growing defense industry in the market 
for raw materials. A second reason is the 
need of the defense program for the auto- 
mobile industry’s skilled workmen and 
competent managers. 

In 1939 the automobile industry took 
18.1 per cent of the nation’s steel con- 
sumption, 51 per cent of malleable iron, 
80 per cent of the rubber, 75 per cent of 
plate glass, 34.2 per cent of total lead 


consumption, 12.1 per cent of the zine, 
23 per cent of the nickel, 68 per cent of 
the leather, 13.7 per cent of the copper 
and nearly 10 per cent of the aluminum. 
Shortages now are reported to be appear. 
ing in each of these categories. The auto- 
mobile industry is the outstanding ex- 
ample of the fact that the defense pro- 
gram has grown too large for both guns 
and butter. 

The effect on labor: First group to feel 
the effect of automobile curtailment js 
expected to be the 500,000 workers em- 
ployed in the automotive industry proper 
and the parts industry. Spokesmen for 
the industry assert that no matter how 
detailed the plan and how good the plan- 
ning, automobile plants simply cannot 
shift from normal work to defense work 
without laying off large numbers of men. 

So drastic is the shift expected to be 
that Governor Murray D. Van Wagoner 
of Michigan has appealed to President 
Roosevelt to act with caution. The Goyv- 
ernor’s appeal followed receipt of esti- 
mates from C. C. Carlton, president of the 
Automotive Parts and Equipment Manu- 
facturers Association, that a sudden 50 
per cent slash in production on August 1 
would throw 280,000 men out of work, in- 
cluding 175,000 in Michigan. The sched- 
uled 20 per cent curtailment, in fact, is 
expected to reduce employment in Michi- 
gan by 96,000 and in the nation by 
155,000. 

To forestall such substantial unemploy- 
ment, OPM is considering the appoint- 
ment of a special automobile labor advis- 
ory committee to consult with the Auto- 
mobile Industry Committee and defense 
technicians. The parts makers now esti- 
mate that present defense plans would 
provide employment for only 36,000 dis- 
placed auto workers by October 1. 

The effect on industry: Automobile 
companies themselves are likely to be af- 
fected least by the proposed curtailment. 
The industry already has approximately 
$2,000,000,000 worth of defense contracts 
and has been promised three times this 
amount by OPM. Contracts of such size 
would far exceed the value of the indus- 
try’s 1940 output—estimated at $3,185, 
000,000. 

Industrial profits, however, are likely 
to suffer. Motor companies estimate that 
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a 40 or 50 per cent slash in output would 
Bleave them close to the break-even point 
on automobile production. Profits from 
defense production are not expected to 
offset this loss. Few defense contracts pro- 
vide for more than 7 per cent; hence, if 
the entire $2,000,000,000 worth of orders 
are filled in the next twelve months, prof- 
its would amount only to $140,000,000 be- 
fore taxes. This is smaller than the net 
profit of General Motors Corporation in 
1940. 

The effect on consumers: During the 
model year just ending, the automobile in- 
dustry produced about 5,310,000 vehicles, 
an increase of 30 per cent over 1940 pro- 
duction. Sales of these vehicles are now 
running ahead of 1929, when 5,621,000 pas- 
senger cars and trucks were turned out. 
In the year ahead, not more than 4,000,- 
000 and possibly not more than 3,000,000 
vehicles will be manufactured. 

This means that a greater employed 
population, most of whom probably are in 
the automobile market, will have fewer 
new cars offered for purchase. The impact 
of fatter pocketbooks on a smaller supply 
is certain to result in substantially higher 
prices, unless some form of civilian ra- 
tioning is adopted. Even price controls 
are unlikely to work, since automobiles 
could be bootlegged to willing buyers. 
Government officials, furthermore, hesitate 
to police hundreds of retail prices. 

Prices in any event are likely to rise. 
Current factory prices are geared to an 
output of 5,000,000 cars. A reduced out- 
put would mean that automobile com- 
panies must charge each vehicle with a 
greater proportion of overhead costs. To 
meet these charges, more dollars must be 
taken in on each automobile. 

The outlook also portends either a drop 
in trade-in allowances on used cars, or an 
increased price for used cars to buyers. 
Dealers ordinarily take losses on trade-ins, 
but, with fewer cars to sell, they must pare 
these losses in proportion to the fewer new 
car sales, since each sale must yield a 
wider profit margin. 

The effect on dealers: More permanent 
dislocation can be expected by America’s 
44,000 automobile dealers and their 400,- 
000 employes than by the automobile 
workers themselves. Most auto workers 
May expect, eventually, to find jobs in 
defense plants, since their skills are 
needed. 

Many dealers, however, will be forced 
to curtail their working forces, particu- 
larly sales and office workers. With fewer 
cars for sale, they can look forward to 
shrunken earnings and less money with 
which to employ salesmen, bookkeepers 
and other office workers. 

Dealers also may be faced with a loss 
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YESTERDAY: THE HORSELESS BUGG 


of repairmen, the very branch of their 
business they must depend upon to sus- 
tain them through the defense emergency. 
Repairmen now can find well-paid de- 
fense jobs at a time when prospects are 
for increased repair work in garages and 
dealers’ service departments, because of 
an increased number of used cars on the 
road. 

The effect on the used car market: 
Both demand and prices for used cars 
are likely to increase. Of the 31,000,000 
motor vehicles now registered, 6,000,000 
are reported to be over 10 years old. 
According to automobile manufacturers’ 
estimates, these cars are ready for the 
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junk heap. Yet there will be scarcely 
enough 1941 and 1942 models to replace 
them. This will mean heavier demand 
for good used vehicles, and probably ad- 
ditional headaches for the country’s traffic 
safety officials. 

A slash in automobile output thus is 
seen to be a stiff dose of the defense medi- 
cine prescribed for all peacetime industry 
if arms production proceeds as scheduled. 
It also may result in severe dislocations for 
several small supply companies, and cer- 
tainly foreshadows a drop in tax revenues 
that federal, State and city governments 
are accustomed to reap from the sale of 
new cars, tires and accessories. 


- * me | 
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Ireland: Danger Spot 


In U.S.-British Defense 


Nazi Use of Island as Base to Attack England Feared by Strategists 


Eire’s insistence on 
neutrality as a problem 
in combating expected move 


Ireland is suddenly coming to be re- 
garded as the heart of the defense problem 
of both Britain and the United States. 
This problem is acknowledged to be one 
of the most delicate faced by this country. 
On its solution, officials believe, may hang 
the outcome of the entire war. 

The problem is brought to the fore by 
several developments. One is the belief of 
American military experts that Germany 
is preparing to attack both Ireland and 
Iceland as an early move after the Rus- 
sian campaign is finished. Another is the 
construction by Britain of a naval and air 
base in Northern Ireland (Ulster), using 
materials, men and money supplied by the 
United States under the Lend-Lease Act. 
Still another is the effort of the De Valera 
Government of Southern Ireland (Erie) to 
obtain ships, food and weapons from the 
United States. Also, the British and Amer- 
ican Governments still are bringing pres- 
sure for bases in Southern Ireland. 

Grave importance is attached to the 
problem of Ireland by the military and 
naval advisers to the United States Gov- 
ernment. These advisers point out that if 
Germany possessed Ireland she would be 
in position to choke off Britain’s supply 
line. Therefore, they declare, conquest of 
Ireland by Germany probably would spell 
the doom of Britain herself. 

Why Ireland causes worry: Military ex- 
perts believe that an attack on Ireland 
would offer Hitler especially good pros- 
pects for success in his campaign against 
England. Such an attack would be in 
keeping with the Hitler strategy of encir- 
clement. 

Southern Ireland is practically defense- 
less, though she has an army of 260,000 
men in training. Fortifications have been 
erected on the border facing Northern 
Ireland, but Southern Ireland is said to 
lack any effective means of resisting Hit- 
ler. The population of the country is only 
3,000,000—most of it rural. Without in- 
dustries of her own, and shut off from a 
chance to import the necessary materials 
and weapons, Southern Ireland has not 
been able to fortify the bases at Cobh, 
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Berehaven and Lough Swilly, which Brit- 
ain gave back to her in 1938. Interior de- 
fenses likewise are weak by standards of 
modern warfare. 

Ireland is 300 miles from Brest, France 
—the nearest Nazi-occupied port. What 
the experts fear is that the Nazis, using 
tactics such as were employed in the con- 
quest of Crete, may invade Ireland from 
the air. In this event, British troops now 
stationed in Northern Ireland undoubted- 
ly would come to the aid of Southern Ire- 
land. A pitched battle would ensue, with 
the prospect that one force would be de- 
feated and the entire island taken over 
by the other. 

Victory by Hitler’s forces would put 
them astride Britain’s ocean life line. 
Naval authorities point out that German 
submarines and bombing planes based on 
Ireland could do terrific damage to ship- 
ping and might completely cut off Brit- 
ain’s flow of supplies. This, it is declared, 
automatically would force Britain to sur- 
render within a comparatively short time. 

British point of view: As expressed by 
Prime Minister Winston Churchill and 
others, the British point of view is that 
the bases at Cobh, Berehaven and Lough 
Swilly never should have been given up 
by Britain. They argue that the Govern- 








ment of Southern Ireland now should 
permit Britain to reoccupy these bases, so 
as to combat the German submarines and 
bombing planes, which they declare are 
a menace to both Britain and Ireland. 

The British leaders point out that only 
British naval and air power keeps Ireland 
from being overrun by Hitler. If Ireland 
waits, she may meet the same fate as 
other small countries, such as Belgiun, 
the Netherlands and Norway. 

Irish point of view: Leaders of Southern 
Treland, such as Prime Minister Eamon De 
Valera and Gen. Frank Aiken, Minister 
of Defense, declare that the people of 
their country are united behind the policy 
of neutrality. Southern Ireland, they as- 
sert, will resist aggression from any quar- 
ter. They strongly emphasize that the 
Irish will not permit their country to be 
used as a base for an attack on Britain. 

Irish spokesmen in the United States , 
say that their people would much prefer 
to see Britain win the war. They deplore 
the German bombings of Dublin and other 
points. Difficult as their relations with 
Britain have been, the Irish people believe 
that life under the Nazi yoke would be 
far worse. 

Irish grievances: The wounds from old 
disputes with Britain are not entirely 
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The National Week 





healed, however. One serious grievance 
remains. This is the partition of Ireland, 
with six counties in Northern Ireland still 
under the British crown. 

Also, the Irish complain that the Brit- 
ish Government has been subjecting them 
to a “squeeze” in the last few months. 
They say that the British have prevented 
them from using Irish funds tied up in 
Britain and from importing needed coal 
from Britain. They say that they turned 
over several tankers to the British, on the 
promise of gasoline in return, but that 
the gasoline has not been forthcoming. 

Irish fears: Do the Irish hope they will 
be immune from the war? Spokesmen de- 
clare the Irish expect to be attacked by 
the Germans within the next few months. 
Then why do they not invite the British 
to come in and help them prepare against 
such an attack? The answer is that they 
fear the British, once in, will never leave 
again. Joint defense of Ireland by the 
United States and Britain likewise is 
feared, on the ground that after the war 
the United States might return to a pol- 
icy of isolation and leave the Irish to get 
rid of the British as best they could. 

Even the use of Irish bases by the 
United States alone will not be permitted. 
Irish spokesmen are convinced that the 
minute this country made a move in the 
direction of Ireland, Germany would bomb 
the bases heavily and the work of con- 
verting them from simple anchorages into 
strongly fortified positions would be made 
impossible. 

Then does Ireland propose to let the 
Germans in? No, they say they will fight. 
But they need weapons—particularly an- 
tiaircraft and anti-tank guns. Without 
such weapons, they fear, they could not 
hold out, and even British forces coming 
to their aid from Northern Ireland could 
not save them. 

Leaders of the De Valera Government 
assert that, if the Irish Army had weapons, 
it could rout any attempted invasion. 

Irish estimate of bases: The three bases 
desired by Britain really are not impor- 
tant, in the view of the Irish leaders. They 
say that against German submarines and 
planes based on France, Britain can op- 
erate more effectively from southwestern 
Wales than from Cobh or Berehaven, the 
two bases on the southern coast. As for 
Lough Swilly, on the northern coast, they 
declare that the British already have the 
use of Lough Foyle, only 20 miles away, 
in Northern Ireland. 

In support of this contention, the Irish 
point out that, since the shipping route 
south of Ireland is no longer used, most 
of the sinkings now occur elsewhere. 

U.S. point of view: The position of this 
Government is that bases in Southern 
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Treland ought to be made available either 
to Britain or to the United States. If 
weapons are provided, guarantees are de- 
sired that they will be used against the 
Germans rather than against the British. 
The United States is making two ships 
available to the Irish Government to 
carry food or other essential materials. 
This Government, as an interested third 
party, is caught in the middle of the dis- 
pute between Britain and Southern Ire- 
land. Reduced to simplest terms, the 
situation is this: Ireland distrusts Britain 
and will not grant bases. Britain distrusts 
Ireland and will not give weapons. In the 
background are millions of Irish-Ameri- 
cans, with mixed views. The U.S. Govern- 
ment is trying to avoid doing anything 
that will make relations between Britain 
and Ireland worse or that will alienate the 
sympathies of the Irish-Americans. 


Unable to arrive at an agreement with 
the De Valera Government, the United 
States is co-operating with the British 
Government in the construction of a base 
in Northern Ireland. Such a base, Presi- 
dent Roosevelt believes, can be of great 
value, both in the Battle of the Atlantic 
and as a bastion of defense in case the 
Germans attack. 

Still to be decided is whether this Gov- 
ernment and Britain will take the De 
Valera Government at its word—that it 
will resist aggression from any quarter— 
and make available the weapons that the 
Irish Army needs. 

Ireland is seen to be the weak spot on 
Britain’s flank, just as Belgium was the 
weak spot on the flank of France. Today 
military men ask, will Ireland’s weak de- 
fenses prove as costly to Britain as the 
weak defenses of Belgium were to France? 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened“ 


GEORGE WASHINGTON 
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We have in this country a committee known as 
America First. It espouses the cause of isolation which 
in turn leads logically to economic nationalism. The 
Committee’s motives are sincerely in the direction 
of preventing participation by the United States in 
war, which in practical effect means letting Hitler have 
his own way in Europe. Along with this concept we 
must inevitably build a strong defense for future con- 
tingencies—-a world of perpetual armament building. 

Isolationist movements are not novel nor are they 
confined to America. There have been isolationist 
groups in Britain and France. They often have been 
commercial. For many years there has been used 
throughout the British Empire a slogan, “Buy British.” 
The Germany First or France First point of view in 
commerce and trade has likewise been an integral 
part of similar policies by those nations. 

The philosophy which has bred this materialistic 
conception of governmental policy has finally under- 
mined the peace of the earth. 

Today we are in a panic trying to get an army, 
navy and air force big enough to defend ourselves 
without reference to whether the British fleet is cap- 
tured by the Nazis or whether the Germans have a 
military domination of the European continent. We 
are out to build the mightiest armament machine the 
world has ever seen. 

As we build such a huge military and naval and 
aerial machine we see the expense of such an under- 
taking rising to fantastic heights. We see also taxes 
coming which will break down our economic system if 
continued for many years. We certainly cannot sit idly 
by today and depend entirely on a military victory 
over Hitler to give the world an economic equilibrium. 
Just to beat Hitler does not assure us against a world 
of unrest and continued building of armaments. 


NEED FOR A GOAL There are decisions coming 
BEYOND DEFEAT much more difficult than those 
OF OUTLAW GROuP Of war. They involve the kind of 

world we shall establish as a 
means of maintaining peace. And it is begging the 
question to say such matters are premature and must 
not be discussed till there is military victory..The con- 
trary is true. There can be no military victory till all 
the peoples of the world have a goal—a clearly defined 
objective behind which maximum effort can be put. 
The question “What are we fighting for?” is an over- 


HUMANITY FIRST 


By DAVID LAWRENCE 


simplification. We know Britain is fighting to conquer 
the outlaw group which has broken every treaty and 
agreement and dishonored its own word. We know 
that there can be no peace treaty with the exponents 
of perfidy. But it is a misconception to believe that 
treaties are ultimately made only with governments, 
They are made with peoples and by peoples unless 
peoples are enslaved by autocratic governments. 


ALL THE PEOPLES We must realize that the great 
WILL HAVE STAKE groups in the world which some- 
IN PEACE TREATY day will be partners to a peace 

include the German people and 
the Russian people and the Italian people as well as 
the American people and British people and the 
French people. 

But there cannot be a partnership of peoples if each 
nation wants to be first—to exploit the others. N 
can there be if the treaty of peace merely reshuffles 
the economic understandings of the past on the basis 
of a military conquest. 

What we need most of all is a recognition of the 
principle that Humanity comes first and that the 
brotherhood of man is not impossible of realization 
if we start to make at least a start in that direction. 
The philosophy of economic nationalism presupposes 
that nations must live in a condition of armed truce 
and that it is desirable national policy to get the 
maximum for yourself without regard to the rights 
or needs of anybody else. 

The first argument usually made against a brother- 
hood of nations is that it is human nature to be 
selfish and human nature is immutable. Fortunately 
God did not make anything or anybody static. We 
are creatures of change. There is, however, a difference 
between generosity or abstract unselfishness, on the 
one hand, and enlightened self-interest. Many a na- 
tional policy which on its face seems to grant advan- 
tages to another nation becomes upon critical 
examination sometimes more beneficial to the nation 
which makes the award. 

Experience in the business world, for instance, has 
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armaments with higher and higher taxes—Doctrines of interna- 
tional cooperation in war and peace must come to the front. 


wise is to misunderstand the power of example as it 
has been evolved in human relations for centuries. 
The most powerful and the richest nations can af- 
ford to indicate the nature of the sacrifices they are 
ready to make for world peace. We in America should 
not be preaching a doctrine of abandonment so far as 
the rest of the world is concerned but a doctrine of 
cooperation. A committee which could further such a 
purpose would be a committee on Humanity First. 


LEADERSHIP OF Ages ago the question was asked, 
CONSCIENCE FOR “Am I my brother’s keeper?” 
NATIONS AND MEN And the world has noted the ex- 

pression of that same doctrine 
again and again by individuals, by committees, by 
politicians, by so-called leaders of the human race. To 
offset such a philosophy, the teachings of Christ have 
offered us a doctrine of human cooperation—love in- 
stead of hate, unselfishness instead of selfishness, hon- 
esty instead of dishonesty. 

The crusade for a moral restoration meets with dis- 
couragements yet it makes progress. A war for the 
cause of freedom in the world is not relished any more 
than is any other war. But the line of demarcation 
between a defense against Hitlerism loose in the world 
and an offensive undertaking to stop the aggressor 
in his route is very vague. The involvement of the 
United States in the present war is at this moment 
a military question. The problem of morale of a people 
to support such a war and especially to win the hearts 
of the peoples on both sides of the conflict in Europe 
is not military at all. It is a problem of spiritual re- 
freshment through a responsible individualism. 

The interdependence of nations is obvious today but 
denial of that simple fact has proved costly to the 
world. Let us now prepare for the making of an asso- 
ciation of peoples which shall be strong enough to pre- 
vent the rise of dictatorships or autocracies. But this 
objective or peace aim cannot be realized till we admit 
in our hearts that the quest for power in government 
is as dangerous as the quest for profit can be in the 
realm outside of government. 

We must accept only the leadership of Conscience 
in the relation of individuals to each other and nations 
to one another. This is the foundation of a cause 
worth fighting for—a cause as broad as humanity 
itself. This is the noblest aspiration that Man can ful- 
fill in mortal life. 























































Minority belief that 
extension of training 
would violate ‘pledge’ 


The Army’s request for authority to 
keep selectees in service for more than 
one year is supported by a majority of 
the nation’s press, which holds it would be 
dangerous to disrupt the Army organiza- 
tion now in view of the unsettled inter- 
national situation. A minority of the com- 
menting editors, however, take the view 
that the country entered into a “solemn 
pledge” with the drafted men and their 
families to limit their service to one year 
and that Congress should keep that 
“pledge.” 

“Had the American people been told 
last year,” says the South Bend (Ind.) 
Tribune (Rep.), “that draftees would 
be kept in service indefinitely, opposition 
to the draft measure might have been 
overwhelming. These restrictions on the 
term of service have the earmarks of as 
solemn a pledge as ever was given by the 
United States Government.” 

“The decision of President Roosevelt 
and Administration leaders,” according to 
the Richmond (Va.) Times-Dispatch 
(Dem.), “to press for legislation to keep 
the men in the Army longer than one year 
seems the only feasible solution of the 
problem. Do we intend to face Hitler with 
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—— Nhe bro and Con of Wattonal Irsuen— 
RETENTION OF SELECTEES IN ARMY 


Administration’s Request Wins Support of Majority of Commentators 
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CONFUSED AUDIENCE 


a hopelessly ill-trained force composed 
largely of men who haven’t had even one 
year in the Army?” 

“We differ,” states the New York Times 
(Ind. Dem.), “with the opinion already 
expressed by the Speaker of the House of 
Representatives that the Selective Service 
men cannot be asked to remain in training 
for more than a year without violating a 
contract made with them. A sovereign 
government cannot contract away its 
right of self-defense. When the Selective 
Service Act was adopted, it seemed rea- 
sonable to believe that a year’s training 
would be adequate, but the international 
situation has deteriorated rapidly.” 

“Mr. Roosevelt,” declares the Chicago 
(Ill.) Tribune (Rep.), “has indicated that 
this breach of faith has his approval. Gen. 
Marshall, the Chief of Staff, has recom- 
mended it as a military measure, and Con- 
gress is approached to obtain necessary 
amending legislation. Many of the Con- 
gressmen do not like the proposal and 
many of them will have good reason for 
not wanting to put the stamp of their ap- 
proval upon it.” 

“The intent,” recalls the Indianapolis 
(Ind.) News (Rep.), “was to provide the 
country with a vast reserve of military 
training. The men were to be trained for a 
year and then retained in the reserve, sub- 
ject to call in an emergency, for 10 years. 
But today the country is forced to in- 





crease its defense as fast as it can assimi- 
late, train and arm men. The reserve plan 
still stands, but its goal is no longer pri- | 
marily the creation of reserve strength. It | 
is the creation of an army for field service | 
soon if the integrity of the country is so 
acutely menaced that the people decide 
to go to war.” 

“Gen. Marshall and his colleagues in 
the Army high command,” maintains the , 
New York Post (Ind.), “are the men best ! 
qualified to make the decisions. And since 
in their professional judgment the meas- | 
ures asked are essential to security, even 
the most obstructionist isolationists should 
agree, for amateurs are not convincingly 
qualified to dissent. On their face, the ) 
War Department’s arguments appear emi- 
nently reasonable. The Army must be 
free to do whatever our security demands.” 

“The law says, to be sure,” argues the 
Baltimore (Md.) Sun (Ind. Dem.), “that 
the men shall be inducted for 12 consecu- 
tive months, but it adds, in plain words, | 
‘that whenever the Congress has declared \ 
that the national interest is imperiled, such 
12-month period may be extended by the 
President to such time as may be neces- 
sary for the national defense.’ That clause 
effectually does away with the notion 
that there was an ‘ironclad contract’ with | 
the men in the service not to keep them 
more than 12 months if the national in- | 
terest demands it.” | 
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The Pro and Con of National Issues 





Mandatory Joint Tax Returns: 
Views of the Nation’s Press 


The proposal of the House Ways and 
Means Committee that the new revenue 
act provide for mandatory joint income 
tax returns by husbands and wives living 
together is generally condemned by the 
commenting press. Many of the com- 
menting editors describe the proposal as 
putting a penalty on marriage, while oth- 
ers contend it would nullify the independ- 
ent status of women, acquired through 
long years of struggle. 

“Enactment of the provision,” declares 
the New York Sun (Ind.), “as pointed 
out by John G. Jackson, president of the 
New York State Bar Association, would 
go counter to the laws of New York and 
other States that a married woman is 
entitled to her separate estate and sep- 
arate income. The protests that have 
already been made against this proposal 
are only a foretaste of those that Con- 
gress will get if it is written into the bill.” 

“If it becomes law,” according to 
the San Francisco (Calif.) Chronicle 
(Ind.), “it will mean that the wife’s 
income must be merged with that of 
her husband for tax purposes, and thus 
be raised into the extremely high sur- 
tax brackets of the pending bill. It puts 
a penalty on husbands and wives who 
have separate incomes.” 

Emphasizing the fact that “at present 
the filing of joint or separate returns is 
optional,” the Worcester (Mass.) Gazette 
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AFRAID OF TREADING ON TOES 


(Ind.) argues: “The weight of the amount 
which the new scheme would be expected 
to raise would fall chiefly on couples of 
the middle class in moderate circum- 
stances, couples that are trying to main- 
tain homes and educate children, couples 
in which the wife is trying to earn a lit- 
tle extra to provide such home and educa- 
tion. This is not a case of soaking the rich. 
It is the imposition of a special burden 
on a special group. There need be no fear 
that couples with two incomes are going 
to get off lightly by allowing them to con- 
tinue the present option of filing joint or 
separate returns. Nobody is going to es- 
cape under the forthcoming tax sched- 
ules.” 

“The Government estimates that this 
change in the law will net something over 
$300,000,000,” says the Pittsburgh (Pa.) 
Post-Gazette (Rep.), with the conclu- 
sion that “there are other and better ways 
of raising this amount.” The Post-Ga- 
zette comments further: “Why should 
their taxes be higher than those of a sin- 
gle man and single woman who may work 
right beside them and have exactly the 
same earnings? And if the single man 
and single woman are considering mar- 
riage, they may count up the extra tax 
and consider it as a deterrent.” 

“Congressmen,” according to the Fort 
Worth (Tex.) Star-Telegram (Dem.), 
“who in the past have violently con- 


demned the separate return privilege as 
a piece of favoritism to the States which 
have community property laws investi- 
gated to find out just exactly how it op- 
erated in the country as a whole. They 
were more or less astonished to find that 
separate returns are filed everywhere. The 
discovery increased the likelihood that the 
fight of the community-property States 
to retain the separate-return will be suc- 
cessful.” 

The Los Angeles (Calif.) Times (Rep.) 
comments: “The fact that, in some cases, 
the surtax causes the aggregate payments 
of husband and wife to be somewhat 
smaller than if a single return were made 
is a peculiarity of the income tax law 
which in no way affects the justice or 
validity of the community-property sys- 
tem. But if the wife’s right to make a 
separate return is denied, then her right 
to half the property and income is also 
denied and the law declares her equality 
is voided.” 

“Against such a proposed invasion of 
constitutional® rights,” asserts the New 
Bedford (Mass.) Mercury (Ind.), “the 
House committee has offered only one 
argument—purely political—that a greater 
sum in taxes could be collected by the 
proposed method. Adding insult to in- 
jury, the committee was hypocritical in 
its attempt to justify the joint return, 
when it asserted that individual returns 
permitted ‘avoidance’ of surtaxes. For- 
tunately for the married taxpayers of the 
nation, the tremendous growth of opposi- 
tion to the committee’s plan indicates 
public sentiment may force its abandon- 
ment.” 


Brown in New York Herald Tribune 
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Use of American troops outside United States territory 
without a formal declaration of war is an old story in 
this nation’s history. Within the last four decades, 
American Presidents have sent armed forces to foreign 
countries on 60 military expeditions—but war was de- 
clared only twice in the same time. 

The Pictogram shows where U.S. soldiers, sailors and 
marines have carried the flag since the war with Spain 
in 1898. Then, troops occupied Cuba, Puerto Rico and 
the Philippine Islands. In 1899 four sailors were killed 
when naval forces landed on Samoa to quiet a tussle 
among the natives over the island throne. 

A year later, 2,100 bluejackets were marching against 
the Boxer rebels in China. Twenty-one other landings on 
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Chinese soil have followed that campaign, and consid- 
erable forces are maintained at Shanghai today. 

Many a living American officer remembers the long 
and bloody guerilla warfare in the Philippines. The in- 
surgent natives were largely pacified by 1914, but as 
late as 1925 American planes bombed out a sudden up- 
rising in the Moro province. 

Turbulent political conditions in the Central American 
republics kept our Navy and marines busy there for 
the first 33 years of this century. President Theodore 
Roosevelt sent troops to Panama in 1903 ostensibly to 
protect the Trans-Isthmian Railroad during the blood- 
less revolution of Panama against rule by Colombia. 

Between 1907 and 1925, special naval detachments 
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were sent into Honduras five times to guard American 
property during unsettled conditions; U.S. forces inter- 
vened in Nicaraguan affairs time and again up to 1925, 
when they moved in to keep order until 1933. 

The army of occupation left Cuba in 1902, but ex- 
peditions returned to the island to guard U.S. lives and 
property in 1906, 1912 and 1917. The Dominican Re- 
public and the Republic of Haiti were virtually taken 
over and run by U.S. military forces from 1912 to 1924. 

In 1914 the United States Navy forcibly seized the 
Mexican seaport of Vera Cruz, to back up President 
Wilson’s demand for an apology to this Government 
for the arrest of a commissioned officer and seven men 
from the U.SS. Dolphin. Two years later 12,000 troops 
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under General Pershing were sent into Mexico after the 
bandit leader, Pancho Villa. 

During the World War, 89 American soldiers died in 
the Allied campaign in Northern Russia against the 
Bolsheviks, with whom we were nominally at peace. 

In 1922, President Harding sent marines to Smyrna to 
protect the U.S. consulate during a Turkish attack. 

Within the last ten months President Roosevelt has 
sent American troops to the eight bases acquired from 
Great Britain last September (Newfoundland, Bermuda, 
the Bahamas, Jamaica, Antigua, St. Lucia, Trinidad and 
British Guiana); to Greenland, placed under an Ameri- 
can protectorate last April; and to Iceland, occupied by 
United States naval forces July 7. 
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PROTECTING OUR OUTPOSTS 


Presidential Determination That Sea Lanes to New Bases be Kept Open 


Placing upon Congress 
responsibility of retaining 
needed men in Army 


One day last autumn Franklin Delano 
Roosevelt vetoed a bill to mobilize pigeons 
for national defense. His reason—the bill 
went “a little too far in time of peace.” 
Last week Mr. Roosevelt’s mood was such 
as to insure passage of that same bill if it 
came his way again. Reporters didn’t have 
to probe deeply for the indications . . 
they were etched in his work-worn face 

. in his words . . . in his actions. 

This week Mr. Roosevelt dumps square- 
ly into the lap of Congress the responsibili- 
ty for retaining draftees, Guardsmen and 
reservists in service for the duration of the 
emergency. His medium is a special mes- 
sage. If the Army isn’t to disintegrate, the 
President told reporters, it must keep the 
men under arms. Tougher and more hard- 
boiled were the words the Chief Executive 
was said to have used at a two-hour con- 
ference with congressional leaders earlier 
in the week. 

The special message, however, according 
to the President, will not deal with another 
Army suggestion that draftees be allowed 
to serve outside the Western Hemisphere. 
The President, it will be recalled, has been 
unable to define the limits of the Western 
Hemisphere. Likewise he is unable to de- 
fine the meaning of “threat of attack.” 

This latest puzzle for lexicographers 
cropped up during the President’s explana- 
tion of his reasons for asserting that the 
sea lanes to Iceland would be kept open 
and clear of Axis raiders. The issues at 
stake, the President said, are as simple as 
ABC. It would be impossible to maintain 
‘a garrison at such a far-flung outpost 
without keeping open the lines of com- 
munication. His orders are that these lines 
be kept open, that the outpost be pro- 
tected against attack or threat of attack. 

Not even the President himself can de- 
fine exactly what is meant by threat of 
attack, but that is the order, that is the 
situation, and there is little else that can 
be said about it. And that goes, Mr. Roose- 
velt commented, not only for Iceland, but 
for Newfoundland at one end, and Ber- 
muda at the other end of the defense line. 

As to troop movements to these out- 
posts, the President would offer no details, 
saying for quotation: “I do not think it is 
right that I should pull a Wheeler.” 
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—Harris & Ewing 


CONGRESSIONAL LEADERS AT THE WHITE HOUSE 
Draft callers: George, Austin, May, Barkley, Hill and Wadsworth 


While on the subject of hemisphere de- 
fense, the President was asked for com- 
ment on the disclosure that the United 
States has an air base in Brazil. The Presi- 
dent said it was obvious he’could make no 
comment on whether bases in countries 
other than Brazil were involved. The Pres- 
ident suggested that the press say bases 
are being constructed at strategic points— 
a broad intimation for the benefit of the 
world that the Western Hemisphere (scope 
undefined) will be ringed with a network 
of formidable air fighting stations. 

Just as broad was the President’s intima- 
tion that Charles A. Lindbergh’s request 
for a presidential investigation of charges 
made against him by Cabinet Member 
Ickes was a publicity move for public sym- 
pathy. As a matter of fact, the President 
said, although the press had received Mr. 
Lindbergh’s letter, it had not yet been re- 
ceived at the White House. Twenty min- 
utes later the White House announced 
that Mr. Lindbergh’s letter had just been 
received by registered mail. 

Edging in with a question, one reporter 
wanted to know if it were possible that 
Britain might be making a profit out of 
the lend-lease program by reselling at a 
profit. Mr. Roosevelt, pondering for the 
right expression, said he doubted if such 
were the case .. . that it wouldn’t be ac- 
cording to Hoyle , . . that it wouldn’t be 


... (prompting from the side lines) ... 
cricket. 

As to the status of a new lend-lease ap 
propriation, the President hinted that it 
was still in the study stage. 

Back for some questioning on the do- 
mestic front, Mr. Roosevelt disclosed that 
he is debating whether to ask congressional 
authorization to put teeth in price fixing 
in a single bill or in a series of bills. The 
virtue of a number of bills, he said, was 
that it would be easier to get them through 
Congress. Being considered is placement 
of a ceiling on rents and commodities. 
Asked whether he contemplated a ceiling 
on wages also, the President puffed his 
cheeks, thoughtfully replied that the Ad- 
ministration is doing its best to keep things 
in balance. 

One reporter asked if the President's 
consideration of a ceiling on rents didn’t 
smack of the Baruch plan for a universal 
ceiling. Mr. Roosevelt said that was a new 
one on him, that he had never heard of 
the Baruch plan. (For weeks, Bernard M. 
Baruch, head of the War Industries Board 
during the last war, has been sitting across 
the street from the White House, some- 





times using a park bench as an office, ad- 
vising Administration officials. The um 
versal price-ceiling plan has been a 
tributed to Mr. Baruch, one of the more 
influential White House advisers.) 


THE UNITED STATES NEWS 


rh 


a tat fad 


LY: 









Ss 
= 


€ ap- 
at it 


e do 
| that 
sional 
fixing 
. The 
, Was 
rough 
-ment 
dities. 
veiling 
d his 
e Ad- 
things 


dent’s 
didn't 
versal 
a new 
ard of 
rd M. 
Board 


some- 


Plus and Minus 


Title Reg. U.S. Pat. Off 











ea 


unl 
at- 


more 





LY 25, 


2201 M Street, N. W. 


Uke bend of ceiver eae 


Title Reg. U.S. Pat 


Emphasis in arming still is on big figures; still is on impressive totals 
of dollars available for spending, not on dollars actually spent for defense. 

Dollars on hand and soon to be requested total 62,000,000,000. 

Dollars spent for defense in thirteen months total 7,100,000,000. 

And: Of these defense dollars most have gone for nonshooting equipment, for 
food and clothing and construction and machinery, not for guns. 

Result is that today's industrial boom still is a consumer goods boom; 
still is a tooling up boom, not a real arms boom. That comes later. 

















Is it industry's fault that arms output is slow? Not at all. In part it's 
Government's fault; in part it's nobody's fault. Arming takes time. 

‘ But: There is a notable absence of Government planning; a notable lack of 
direction to the defense effort; a notable presence of immense confusion. 

at this means..... 

In aircraft: U. S. Government only now is getting around to letting big 
contracts, with $1,235,000,000 in June and $5,300,000,000 still to go. Until 
now: Big British orders have been important in gearing this industry into high. 

In ordnance: A vast program is barely out of the blueprint stage in many 
respects; is in the tooling stage at others. 

The result: Industry may soon be inundated with big orders, may be caught 
shorter of materials than ever. 

In shipbuilding: Another $1,700,000,000 program is in the making; is to be 
piled on top of the present $1,100,000,000 program. 

In plant construction: Another $2,800,000,000 of expenditure is planned. 

Probability is that this whole vast program, and another $7,000,000,000 of 
lend-lease orders in addition, will suddenly be dumped in industry's lap. After 
that: a probable violent disruption of civilian industry as a rapid shiftover 
occurs from peacetime to armament production. It's well to remember this. 

A basic official view: "Show industry the money and it will produce." 

But: Industry can't turn on production like a faucet; can't suddenly start 
grinding out armor plate and armor=-piercing shells and special steels. 

Failure to tell industry exactly what will be wanted; failure to plan and 
to supervise armament production as one big enterprise will account for delay. 























Ahead is a growing problem of electric power supply. 

The reasonsS.eecee 

First, an immense increase in demand from defense industries. 

Second, a sharp increase in demand from more prosperous civilian users. 

Third, a lag in normal electric power plant expansion in recent years; in 
part due to Government harassment of the power industry; in part due to esti- 
mates of need based on the outlook for continued depression. 

Private power industry, threatened with public competition and with uncere- 
tainties of holding company break-up, hesitated to expand. 

Now: Government is all set to push a large expansion program. 

The plan calls for: $150,000,000 to $200,000,000 a year to guarantee ca- 














(over) 
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THE TREND OF BUSINESS-- (Continued) 


pacity operation for generator builders; $100,000,000 a year for steam plants; 
$170,000,000 a year for hydroelectric plants. Also: for an RFC subsidiary to 
finance it all, with outgo dependent on the length of the emergency. 

Here is another program calling for large-scale use of scarce materials. 





Probability is that Roosevelt, influenced by Morgenthau, will not succeed 
in inducing Congress to change its ideas about taxing excess corporate profits. 

The President is arguing for change; is against the new House plan. 

The House excess profits tax plan: To permit corporations to take an excess 
profits credit based either on average earnings or invested capital. 

The Treasury excess profits tax plan: To permit corporations to take an ex- 
cess profits credit based only on ratio of earnings to invested capital in a base 
period of years; to use one method for all corporations. 

Under House plan: A corporation that earned 25 per cent on invested capital 
in base period years and 25 per cent this year would pay a total tax of 34.5 per 
cent on net income. But: A corporation that earned only 5 per cent in base 
period years and 25 per cent this year would pay a total tax of 61.9 per cent. 

Under Treasury plan: The first corporation would pay a tax of 47.6 per cent 
instead of 34.5, and the second corporation would pay 52.6 per cent instead of 
61.9 per cent tax. Treasury, in effect, wants to reach what it calls "excessive 
profits" of all corporations rather than simply "excess profits." 

Congress is not inclined to put heaviest taxes on corporations with stable 
earnings records; is inclined to tax heavily income from this boom. 

Morgenthau lost his argument last year and this. He may yet win it. 
































White House is insisting on more power to seize property for defense. 

As a result: Senate Military Affairs Committee is approving a plan for 
seizure; is going along on a modified bill that still contains teeth. 

Under terms of the new bill: (1) President can seize private property only 
when need is so great it will not admit of delay; (2) right to seize property is 
not to be used until all other means of obtaining the property “upon fair and 
reasonable terms" are exhausted; (3) right to seize patents is deleted; (4) 
President must report on bill's operation each six months; (5) power terminates 
June 30, 1943. 

This plan is much down from the original version, which permitted seizure 
of any and all kinds of property, tangible and intangible. But: It still may 
have rough sledding in Congress before becoming law. 











U. S. export trade continues to run in a groove. 

Sales of U. S. products abroad center in the British Empire and Latin Amer- 
ica; tend to hold around $375,000,000, a month. 

Imports are centering more and more in essential raw materials; in crude 
rubber, non-ferrous metals, hides and wool. May volume: $296,000,000. 

Lend-lease helps solve the problem of exchange for Britain. Result is that 
the excess of exports over imports isn't as important as it might look. 














Outlook, official, is for farm income of $10,700,000,000 this year against 
$9,123,000,000 last. 

This is within shooting distance of the 1919 boom peak of $14,400,000.000. 

The reasons for the rise: higher prices, bigger volume due to city prosper- 
ity, to Government buying, to price pegging. 

Compared with last year: Meat products are 30 per cent higher; dairy prod- 
ucts and grains, 15 per cent higher; truck crops, 15 per cent higher. 

It all spells prosperity in dollar terms. 
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Deep underground in 
Butte mines, ore is 
drilled, blasted loose, 
and transported to the 
reduction works—pre- 
liminary to the following 
eight major steps neces- 
sary to obtain pure 
copper from earth- 
bound Montana ores. 





centrates are dried; 





Ore is then crushed and nee he boca 


in roasting furnaces. 


to particles finer 
sand. 


Right — Flotation separates 
the copper-bearing parti- 
des from waste material. 


“ 





we produce and fabricate. 








OTHER VITAL METALS 


t In addition to the production and fabri- 
cation of copper and copper-alloys, 
Anaconda produces zinc, lead and other 
important non-ferrous metals, as well as 
nodulized manganese ore . . . all essen- 
tial to national defense. 














takes place in 
reverberatory 
furnaces. 





N mines, smelters and refineries we are producing copper day and 
night ...and our fabricating subsidiaries are working at the highest 
rate in history on copper and copper-alloy sheets, plates, rods and 
tubes, and on electrical wires and cables—all of which are required 
in huge quantities for National Defense. Every resource at our com- 


mand is devoted to the on-time delivery of the essential metals which 
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Copper cathodes are then melted 
in refining furnaces and cast into 
commercial shapes 99.9% pure. 














producing vital Copper 


Right—Flotation con- 2.3... 


. Below—in huge converters the 
Smelting then molten mass is further purified. 
F 





Solow After additional 
urnace treatment, 
containing gold ond thier 
is cast into anodes. 





Below —Electrolytic refin- 
ing produces pure copper 
cathodes and permits 
recovery of the precious 
metals. 
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___ The Question of the Week. 
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Should National Guard Be Kept on Duty " 
After Present Year of Service Expires? 


Maj. Gen. William Lassiter 


(Retired); Santa Barbara, Calif.; Chief of 
Artillery in World War; Former Commander, 
Philippines, Hawaii, Panama and other 
Army Departments, 


answers: 

Many years must elapse before any 
basis for equilibrium in world affairs can 
be found. Therefore, we will have to be on 
a war footing for a long time. Our mili- 
tary establishment ought to be adapted to 
this long-range requirement. But, at pres- 
ent, we are in the midst of an acute crisis 
and must not disrupt our military ma- 
chine. The National Guard should be 
continued in service. 


Sam H. Jones 


Baton Rouge, La.; Governor of Louisiana, 


answers: 

I would hesitate to express an opinion 
on whether the Guardsmen should be kept 
in training for a period longer than the 
original year, because I feel that others 
are in much better position to judge than 
I am—for instance, the President of the 
United States, after consulting with high 
Army officers who know the condition of 
the troops and the man-power needs of 
defense. 


Maj. Gen. William G. Price, Jr. 


(Retired); Chester, Pa.; Commander, 53rd 
Artillery Brigade, in World War; Former 
Commander, 28th Division, U.S. Army; 
Former Commander, Pennsylvania National 
Guard; Former President, National Guard 
Associafion of U.S., 


answers: 

The National Guard is a volunteer body. 
The men and officers always have realized 
they would be called into service in a na- 
tional emergency to remain there as long 
as their country might need them. 

If the President concludes that it is 
necessary for the National Guard to re- 
main in service in excess of the year for 
which they were called for defense, it is 
undoubtedly based on the advice of his 
military and naval advisers and further on 
information which he has and which at 
this time it may not be advisable to broad- 
cast to the people of the democracy for 
obvious reasons. 

The Guard has been trained in time of 
peace at the expense of the Federal Gov- 
ernment, anticipating the very service they 
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The period of federal service for 
National Guardsmen, begun nine 
months ago and limited by law to 
one year, is now drawing to a 
close. Army chiefs express gravest 
fears that the loss of these men 
would seriously handicap our new 
Army, and the Administration is 
urging legislation to extend the 
active service of the Guard, selec- 
tees and Reserve officers. 

Because of the importance of 





this question to the nation, The 
United States News, to obtain a 
cross section of informed opinion, 
sent to State governors and mili- 
tary authorities this question: 
Should the National Guard 
be kept in active federal serv- 
ice beyond the year for which 
it was called? 
Answers were presented in the 
issue of July 18 and additional 
replies appear herewith. 





are now volunteering to render, and, un- 
like the militia of 1776, their enlistments 
were not for three or six months but for 
three years. 


Frank M. Dixon 


Montgomery, Ala.; Governor of Alabama, 
answers: 
It appears to me that only the Federal 
Government has the information on which 
to base a correct answer to the question. 
My judgment is that the decision should 
be left to it and that the governors of the 
various States should not attempt to in- 
fluence this decision but should loyally co- 


(by telegraph) 





—Harris & Ewing 


GOVERNOR DIXON 


operate with the central Government ji 
whatever decision is reached. 


Maj. Gen. William C. Rivers 


(Retired); New York City; Former Inspect 
General of the Army; Commander, 
Brigade, Field Artillery, 2nd Army, ' 
World War, 


answers: 

Yes, the National Guard should be kepj 
in active federal service. We have at th 
present time about 1,170,800 enlisted met 
of the Army in active service, aside from 
about 175,000 officers of the Army. 

The first year’s draftees in the Arm 
are about to reach the 12 months’ limit 0 
training under the present law. Plans am 
being made to draft about 900,000 ray 
recruits for one year’s Army training. 

The National Guard in active federal 
service totals about 257,000 enlisted meq 
—in addition to about 22,000 officers. 

The number of enlisted men now in tht 
Army is about eight times as many as wert 
in the Army one year ago. The enlisted 
personnel of the National Guard has bee 
only about doubled in a year. 

The National Guard in active federd 
service represents a highly valuable, © 
hesive, improving force. It should be 
tained. 


John G. Emery 


Grand Rapids, Mich.; Major, 18th Infa 
in World War; Former Commander, 1 
American Legion, 

answers: 


As to keeping the National Guard i 
service, I am strongly of the opinion thi 


THE UNITED STATES NEW 










this 
uati 
ee 
we | 
be | 


any 


Ac 


i—J 


ans 
W 
offic 
servi 
the 
there 
draw 
cums 
tiona 
Te 
worst 
ized 
tion 
seem. 
shall 
Th 
we sl 


by di 


Brig 


eral s 

To 
this t 
uable 
induct 
most | 
again 
ing th 
a later 
bringi 
hack t 

Hig! 
need 
and m 
co-ord: 
angula 
infant 
branch 


Henr 

| 
answe 
Poss 
format 
emerge 





? Security 


the an: 
dis] 
Bsa rily 


Ment, t 


dent of 
y t 


JULY 7 








this should be done. Considering the sit- 
uation we are facing at the moment, we 
need to have all the trained soldiers that 
we can get, available for immediate use, to 
be in the strongest position possible for 
any emergency that might arise. 


} Maj. Gen. C. C. Williams 


(Retired); South Hamilton, Mass.; Former 
Chief of Ordnance, United States Army, 
answers: 

When the National Guard and Reserve 
officers were inducted into the federal 
service last fall for one year’s training, 
the world situation was threatening and 
there was a chance that we might be 
, | drawn into the conflict. Under the cir- 
- | cumstances, it was obviously a precau- 
tionary measure. 

Today the world situation is very much 
worse than it was when Congress author- 
zed this action. In fact, our own situa- 
tion today is deadly dangerous and there 
seems to be almost a certainty that we 
e | shall be drawn into the war. 

Therefore, it is a fair conclusion that 
we should not decrease our military forces 
by discharging trained men. 





Brig. Gen. John Van B. Metts 
Raleigh, N.C.; Adjutant General of North 
Carolina, 

answers: 

If the President and the War Depart- 
ment, having best obtainable information 
pectoh as to the situation confronting the Unit- 
ry States, feel it necessary, I feel the Na- 
™ "ional Guard should be retained in fed- 

eral service. 
To return the Guard to the States at 

» kep this time would cause loss of much val- 

at the uable training, and with possibility of re- 

1 met) induction in a few months would create 

. from most serious hardship for men who must 

again rearrange business affairs. Consider- 

Army ing the reinduction of National Guard at 
mit o) @ later date, much time would be lost in 
ns arg bringing the training of officers and men 
0 ra back to their present state of efficiency. 
ig. Higher commanders of military forces 
federat eed especially opportunity to command 
d meg and maneuver troops in co-operation and 
rs, |°0-ordination of square divisions with tri- 
a angular divisions, as is necessary between 
as weg Wlantry, field artillery, engineers and such 
snlisted branches. 


nt : 


ors 





as bel 

Henry F. Schricker 
feder Indianapolis, Ind.; Governor of Indiana, 
ble, answers: (by telegraph) 
| be re 


Possessing only a limited amount of in- 
formation concerning the present world 
emergency, which we know involves the 
*security of our own country, I feel that 
infonihthe answer to your question concerning 
der, Tithe disposition of the National Guard nec- 
sarily must be left to the War Depart- 
ment, to the Congress and to the Presi- 
ool dent of the United States. Indiana stands 
on tui*Mdy to abide by their decision. 
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“Ha! Will it play Sweet and Low?” 





“Well, yes, in a way. . 


—says the Little-Man-W ho-W ants-to-Know 


. it does play sweet tunes of nice profits on instalment 


accounts — it does do a big job at extremely low cost. This is a NATIONAL Posting 


and Control Machine, with some twenty-five special advantages. 


“Now listen . . . this machine posts all 
related records (customer’s receipt, cash 
sheet, ledger) at one operation, at the 
cashier’s window, in the customer’s pres- 
ence. No back-room overtime copy work! 
It computes balances and accumulates 
amounts in six locked-in totals. .. . 





* ae 
“There are other Nationat Machines, 
tailor-made to each job—listing, posting, 
proving, analyzing, check-writing, remit- 
tance control and more. Machines that 
soon pay for themselves, all engineered 
by the makers of Nationa Cash Reg- 


isters. .. . Be smart, see NATIONAL first!” 


ee 


"Yes sir! So sure and simple—so quick 
and easy that old-style pen-and-ink meth- 
ods are out! This way, you avoid all 
those tragic losses due to the errors, 
omissions, guesses, discrepancies, delays, 
disputes and confusions that went with 
hand-written records. ... 
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(This article represents the result of an 
extensive research on a topic of outstand. 
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PUBLIC VS. PRIVATE 
MANUFACTURE OF ARMS 


How Costs of Ships and Ordnance Compare Under Two Methods 


Absence of profits and of 
big salaries as factors 
in Government-owned plants 


Before defense production became the 
country’s largest industrial enterprise, half 
of the Navy’s ships and almost all of the 
Army’s ordnance were being produced in 
Government-owned plants. Today the 
situation has reversed sharply. Private 
shipyards have 70 per cen: of the Navy’s 
building program and the Army is de- 
pending on private firms to produce 90 
per cent of its orders for guns, powder, 
shells, tanks and other ordnance items. 

This situation is causing Congress to 
inquire into the relative costs of produc- 
ing defense material in private and Gov- 
ernment plants. The question is being 
more sharply drawn since Government 
funds are being advanced to expand facili- 
ties operated under private management. 
The Navy is spending $500,000,000 for 
new shipbuilding facilities, most of which 
is going into private yards. The War De- 
partment is spending $900,000,000 on 
new ordnance plants. 

Questions of comparative costs and 
efficient operations have been raised in 





—Wide World 
ADMIRAL ROBINSON 
Ships for the Navy 
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hearings before the Senate committee in- 
vestigating the defense program. Sena- 
tors are asking whether Government pro- 
curement agencies are getting as much as 
possible for the defense dollars that Con- 
gress is appropriating. 

Outlays for ships: Particular attention 
has been paid to shipbuilding costs. Com- 
mittee members learned from Rear Ad- 
miral S$. M. Robinson, chief of the Bureau 
of Ships, that payments to private build- 
ers for battleships run from $7,000,000 to 
$10,000,000 higher than battleship costs 
in Navy yards. 


The North Carolina was built in a 





—Harris & Ewing 
GENERAL WESSON 
Weapons for the Army 


Navy yard for $52,900,000, whereas the 
Massachusetts, built in a private yard, 
cost $59,912,000 and the privately built 
South Dakota cost almost $63,000,000. 
Admiral Robinson insisted that this ap- 
parent discrepancy was only part of the 
story; that cost accounting systems of the 
Navy and private builders were so differ- 
ent they could not be compared. 

The Navy, for example, includes in costs 
only money actually spent for a ship. 
Salaries for supervisors and costs of 
maintenance and overhead come out of 
different accounts. A private yard, how- 


ing importance in National Affairs today,) 





—Harris & —~ 
SENATOR MEAD 
Information for Congress 


ever, must include in the ship price all 
overhead and managerial expenses, as wel 
as costs for material and labor. Never- 
theless, Admiral Robinson appeared to 
agree with the observation of Committee 
Counsel Hugh A. Fulton that “if there is 
equal efficiency, it costs more to produce 
a boat in the private -yard by the amount 
of that profit, plus excess salaries, plus 
taxes and various other things which the 
private yard has.” 

Profits: The committee was assured by 
Admiral Robinson, however, that profits 
of private shipbuilders are not exorbitaal, 
that they exceed 6 per cent only when 4 
1 per cent bonus is paid for economies 
under fixed-fee contracts. Using a differ 
ent basis of comparison, Senator Mead 
(Dem.), of New York, brought out that 
earnings, nevertheless, are substantial 
The following interrogation is an example: 


Senator Mead: “Admiral, take this 
shipbuilding company. Fee, $4,877,000: 


bonus, $799,000, new facilities financed by 
the Government, $1,185,000.” 

Admiral Robinson: “If they are pail 
that bonus, Senator, we will save mor 
money than the bonus paid, a great des 
more.” 

Senator Mead: “Their 
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profit, 1936-1940, is $93,000. You talk 
about the Government’s saving—they are 
going to make as much out of that con- 
tract as they did in fifty years of their 
prior experience if they have been in 
business that long. And one on this list 
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ill make as much as it did for 75 years. 
hat is pretty good, isn’t it?” 
Mr. Fulton also noted that, in the case 


of many fixed-fee contractors, “their net 
worth was less than the values of the new 
facilities that the Government built for 
them, and also that the new facilities ... 
was considerably less than the amount 
of the fee that was to be paid.” 


Admiral Robinson replied that ship- 


builders were reluctant even to accept the 
6 per cent fee. The intent of Senator 
Mead’s queries, however, was that the 
profits should be more widely spread 
through the country to offset dislocations 
caused by defense demands for available 
raw materials. 


Ordnance: Major General C. M. Wes- 


son, Chief of Army Ordnance, has told 
Congress 
widely spread. “My districts have placed 
1451 prime contracts,” he said recently. 
Under those 1,451 prime contracts, there 
are 21,911 subcontracts.” 


that ordnance contracts are 


General Wesson reported further that 


he is satisfied with prices quoted to the 
Army for ordnance material, since “they 
have been largely based on competitive 
bids and we have had a criterion from 
our own production and such commercial 
production as we have had in the past 


few years.” 

Conclusions: Defense investigations re- 
veal to date that both Army and Navy 
officials appear to be scrutinizing costs 
carefully and that, while huge expendi- 
tures mean profits will be high in dollar 
volume, they will not be exorbitant on a 
percentage basis. Also, taxes are designed 
to bite deeply into profits. 

Many private plants, in fact, expect to 
show smaller earnings on defense con- 
tracts than they reasonably could expect 
on a similar volume of private business. 
Automobile companies, for example, ex- 
pect earnings to drop as they shift more 
to defense production. 

Principal explanation for apparently 
lower costs in Government plants is the 
fact that the Government seeks no profit, 
has smaller overhead costs and far less 
managerial expense. Army ordnance su- 
pervisors and Navy ship supervisors, for 
example, seldom earn more than $7,200 
a year, whereas private managerial salaries 
are far higher. 

Labor costs in both private and Gov- 
emment plants are similar. Private ship- 
yards pay first-class mechanics $1.12 an 


) hour, for example, whereas machinists in 


Navy yards get a minimum of 94 cents 
an hour. Government arsenals and Navy 
yards, however, grant 26-day paid vaca- 
tions and allow 15 days of sick leave an- 


tually, which tends to increase pay-roll 
Costs, 
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FAIRBANKS -MORSE 
Shuttles” Material Between 
Plants 240 Miles Apart...! 


e WHEN the national emergency 
arose, Fairbanks, Morse & Co. turned 
promptly to important defense pro- 
duction . . . and encountered a spe- 
cial hauling problem . . . one which 
only Truck-Trailers could answer. 


The Fairbanks-Morse foundry in 
Beloit, Wisconsin, makes castings 
for assembling at its plant in Three 
Rivers, Michigan—240 miles away. 
And the Three Rivers plant makes 
5-ton frames that must be finished 
in Beloit. Material must move both 
ways... steadily and fast! 


Three Trailers —One Truck 


So, after studying all transport 
methods, Fairbanks-Morse adopted 
the “‘shuttle system.’ And for 
months, three Fruehauf 10-ton Trail- 
ers and one economical 3-ton truck 
have been operating on a 24-hour 
schedule ... keeping materials flow- 
ing ... and helping Fairbanks-Morse 
keep to its production schedule. 

Here’s how it works: 1. Truck arrives 
at Three en ee a 10-ton Trailer 
load of castings. Trailer is left for unload- 
ing. 2. Truck leaves immediately for Beloit 
with second Trailer, already loaded with 
two 5-ton frames. 3. At Beloit, truck un- 
couples Trailer, starts back immediately 


—— 






| en 


Could Handle It! 


with already-loaded third Trailer. Truck 


and drivers are never idle . . 
time and money! 


Small Truck Pulls Big Load 

It’s not only the “shuttle system” that 
makes Truck-Trailers the answer to this 
hauling problem. Even more important, 
the user can pull such a big load with a rela- 
tively small truck . . a truck that wouldn’t 
carry more than half the same load. 

Whatever your hauling operation, it’s 
likely that Truck-Trailers will save you 
money. If you can use the “shuttle system,” 
savings will be multiplied. A Fruehauf 
engineer will gladly give you the facts. 
World’s Largest Builders of Truck-Trailers 
FRUEHAUF TRAILER CO., DETROIT 


Sales and Service in Principal Cities 
FACTORIES: DETROIT, KANSAS CITY, LOS ANGELES, TORONTO 


. never wasting 





* * * * 


HAVE YOU realized how important 
~~ way transportation is in a success- 
ful national defense job? For example, 
one motor transport company in Nash- 
ville delivered nearly 4,000,000 pounds 
of material for the construction of 
Camp Forrest; now delivers more than 
250,000 pounds monthly to the same 
camp; transports thousands of pounds 
daily between aluminum plants and 
airplane factories in the Nashville 
area, and handles many lesser assign- 
ments, too. * That's just one. 
Multiply its work by the thousands 
of operators in the United States, and 
you begin to get a picture of the tre- 
mendous national defense job being 
done by motor transport. 


* * * * 











FRUEHAUE TRAMERS 


REG. UB. PAT. OPP. 


MOTOR TRANSPORT IS ESSENTIAL TO NATIONAL DEFENSE 














THE MEDIATION BOARD’S RECORD 


lhe Labor beak. 


Title Reg. U.S. 








$100,000,000 in Wage Increases in Settlements by New Agency 


The picture after four 
months of handling disputes 
in defense industries 


A Government agency with only 61 
employes, the National Defense Media- 
tion Board, is becoming the chief instru- 
ment for enforcing New Deal labor policy. 
In four months of operation, the Board 
has handled disputes involving 701,826 
employes. Wage increases to employes 
directly involved have exceeded $100,- 
000,000. 

Without committing itself on the prin- 
ciple, the Board has forced employers to 
yield to union demands for the closed 
shop. Decisions of the National Labor 
Relations Board have been enforced with- 
out opportunity for employers to obtain 
a court test of their validity. 

Now many questions are being asked 
about the Mediation Board. Is it suc- 
ceeding? Is it impartial? How does the 
Board function? What are the effects 
of the Board’s activities? 

Are strikes declining? Government 
records show that 93 strikes held up War 
Department orders between January 1 
and March 31. The Board began opera- 
tions late in March. From April 1—ap- 
proximate date of the Board’s opening for 
business—to June 30, another 94 strikes 
have halted Army production. In time lost, 
the comparison is 1,193,500 man-days in 
the quarter preceding creation of the 
Board; 1,264,650 man-days lost in the first 
quarter of the Board’s history. Stoppages 
that began after the Board started func- 
tioning were larger and lasted longer than 
those in the earlier period. 

Does this mean the Board has failed? 
Board members don’t think so. They 
point out that the Board was created in 
anticipation of a heavy increase in the 
number of strikes. In fact, the Board is 
proud of its record, which shows: 

Sixteen strikes averted. 

Three strikes -begun after mediation 
had started. 

Nineteen disputes already had resulted 
in strikes before the Mediation Board was 
permitted to intervene. In these cases, the 
Board required an average of 15 days to 
return men to work. 

Questions as to why the Secretary of 
Labor turns over to the Mediation Board 
some defense strikes and not others, and 
why all disputes are not turned over be- 


30 


fore they reach the strike stage never 
have been answered. Until the Secretary 
of Labor formally requests the Mediation 
Board to take up a case that agency has 
no authority to intervene. 

Who wins in mediation? Labor agree- 
ments are largely the product of com- 
promise. This means concessions are 
granted to the aggressor in the dispute. 
In all cases reaching the Board the dis- 
putes have resulted from union demands 
for higher wages, recognition, closed shop, 
vacations or adjustment of grievances, No 
dispute ever has come to the Board as the 
result of a demand by an employer. 

Of the first 50 cases referred to the 
Mediation Board, final agreements were 
worked out in 34 cases. In each of these 


the union won at least part of its demands, 
Unions met defeat in four other cases, 
but in only one of these can the employer 
be described as the victor. 

That dispute involved the American 
Potash and Chemical Co., at Trona, Calif, 
There the Mediation Board failed to press 
for a settlement, with the result that the 
strike was broken, the employes returning 
to work despite objections of CIO leaders, 

In the three other cases, unions at- 
tempted unsuccessfully to use the Media- 
tion Board to short-circuit the Wagner 
Labor Relations Act, demanding recogni- 
tion and an agreement before they had 
established their right to represent the 
employes. 

Twelve cases now are pending before 





Total: 14 AFL strikes involving more 
than 5,700 employes. 





71 
| 
DEFENSE STRIKES | 
Thirty-one strikes involving more than 23,300 employes held up work on defense projects | 
for part or all of last week. While there was only one more strike than in the previous week, 
the number of employes involved greatly increased. Strikes in the steel industry were the 
most important new stoppages. Figures in parentheses in the list below indicate the approxi- 
mate number of employes invloved. 
INVOLVING AFL UNIONS INVOLVING CIO UNIONS 
AUTO WORKERS: AUTO WORKERS: 
Electric Auto-Lite Co., Port Huron, Air Associates, Bendix, N. J. (500) 
Mich. (650) American Car & Foundry Co., Chi- 
Sealed Power Corp., Muskegon, Mich. cago, Ill. (650) 
(1,160) CLOTHING WORKERS: 
BuILDING TRADES: McLaren Sportswear, Ltd., Philips- 
Duquesne Light Co. Plant, Pitts- burg, Pa. (100) 
burgh, Pa. Die CASTERS: 
Manhattan-Long Construction Co., Cleveland Brass Co., Cleveland, O. 
Tulsa, Okla. (60) (150) 
BUTCHER WORKERS: ELECTRICAL & Rapio WORKERS: 
New York Butchers Dressed Meat Goodrich Electric Co., Chicago, Il. 
Co., New York City (400) (150) 
CEMENT WorkKERS: G. F. Richter Manufacturing Co., 
Gager Lime Manufacturing Co., Glendale, N. Y. (150) 
Sherwood, Tenn. (185) Ohio Brass Co., Barberton, O. (500) 
ELECTRICAL WORKERS: MINE WORKERS: 
Gulf State Utility Co., Baton Rouge, Atlas Powder Co., Stamford, Conn. 
La. (150) Hollup Corp., Chicago, Ill. (80) 
FURNITURE WORKERS: wv. &. Gypsum Co., (14 plants), Chi- 
Downey Brothers, Inc., Los Angeles, cago, Ill. (5,000) 
Calif. MINE, MILL & SMELTER WoRKERS: 
MetTAL TRADES: American Potash & Chemical Co., 
Marshall Deane & Co., New York Trona, Calif. (300) 
City (20) STEEL WORKERS: 
Mitchell Metal Products, Cleveland, Great Lakes Engineerin Works, 
O. (160) River Rouge, Mich. (600 00) 
Todd Galveston Dry Docks, Ince., Great Lakes Steel Corp., Ecorse, 
Galveston, Texas (2,000) Mich. (8,000) 
SHOE WORKERS: Heller Brothers Co., Newcomers- 
Western Leather Co., Milwaukee, town, O. (1,170) 
Wis. (200) New Jersey Galvanizing Co., New- 
TEAMSTERS: ark, N. J. (35) 
Faitoute Iron & Steel Co., Newark, Wicker Brothers Boiler Co., Sagi- | 
N. J. naw, Mich. (200) 
TEXTILE WORKERS: MISCELLANEOUS: 
Premier Worsted Co., Bridgeton, Essex Specialty Co., Inc., Berkley 
R. I. (660) Heights, N. J. (50) 


Total: 17 ClO strikes involving more 


than 17,600 employes. 
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the Board. Two have been hanging fire 
since March 27, the day the Board con- 
vened. Eight have been before the Board 
for more than one month. 

Precedents and patterns: The Media- 
tion Board repeatedly has refused to adopt 
y definite principles to guide its de- 
asions. Chairman William H. Davis has 
explained that the Board respects no 
precedents, is guided only by a “passion 
for settlements.” Each case is handled 
as an isolated occurrence. 

Certain patterns of action are discern- 
ible from the record of the first 50 cases. 
Analysis of these cases shows the Board’s 
technique: 

1. Defense production first. Insuring 
defense production is the first step taken 
by the Board when it receives a dispute. 
If a strike already has occurred, the 
Board insists on a return to work, or, if 
a strike is threatened, the Board demands 
postponement. 

2. Direct negotiations. Board members 


—Harris & Ewing 
WILLIAM H. DAVIS 
Passion for settlements 


are committed to the principle that col- 
lective bargaining is the solution to all 
labor disputes. This means that employ- 
ers and union leaders involved with the 
Board are called to Washington to thresh 
out their differences. 
8. Persuasion. On issues where volun- 
tary agreement is not reached, the Board 
attempts to work out a formula for com- 
promise. 

4. The “big stick.” Where persuasion 
fails, the Board may request the parties 
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to submit the disputed issues to arbitra- 
tion, or it may decide what the settlement 
should be, issuing its decisions as “recom- 
mendations. ” The Government is com- 
itted to enforcement of the Board’s 
|B tecommendations. 
|. Wages: Many employers who come be- 
\P'ore the Board are forced to go more than 
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The Little Man Who’s 
Always There! 


You're right to 


EXPECT SERVICE 

















WITH 


NEW 


DIESEL 
FREIGHT 


Santa Fe now puts at your service the world’s most pow- 
erful Diesel freight locomotives—with a top “in service” 
speed of 75 miles an hour and a non-stop range of 500 
miles . . . Thus Santa Fe assures faster modern freight 
schedules, with the highest standards of efficiency in 
every shipping detail! 


Santa Fe Service Now Provides: 


@ Sixth morning delivery at Pacific Coast points from Chicago. 


@ Fifth morning delivery at Pacific Coast points from St. Louis, 
Kansas City, St. Joseph, Atchison, and Leavenworth. 


@ Third morning delivery, Chicago to Galveston, Houston, 
and Beaumont. (Less carload and carload merchandise. ) 


@ Second morning delivery, Chicago to Oklahoma City. 
@ The only overnight freight service, Chicago to Kansas City. 


@ Free pickup and delivery service on less carload merchandise. 


For the most advanced freight service in the 
world today ship Santa Fe, whether a train- 
load, carload or single package. Call your 
nearest Santa Fe representative, or write 


J.J. GROGAN 
GENERAL FREIGHT TRAFFIC MANAGER 
CHICAGO, ILLINOIS 


SANTA FE’S 


LOCOMOTIVES 















Gane are the days of 


“SLEEVE-GARTER 
METHODS” 














MODERN BUSINESS MOVES MEN, MAIL, MERCHANDISE 
- - + BY FLYING CLIPPER! 
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KE  - 
> sepia, 
, pS IT’S QUICKER BY CLIPPER... 
, MORE CONVENIENT, TOO! 
' . A few examples of fast, frequent air service to 163 
mes eee Latin-American cities and other world markets 
' Time in Air Flights 
Transit Mileage per Week 
“Mafiana” won't do today in selling 
New York 
south of the border. Get there first to Rio Siege mated . 
with men, mail and merchandise condinaiion 
if you want the order. ia Eee 2 days 5,117 3 
Progressive executives now @itenge dey pan » 
move men by Clipper, cover twice to Havana ‘ 
the ground in half the time and at Sentite 
an actual saving in salary expense. to Juneau | 22 hours 910 4 
Their samples speed to prospects 
by Air Express, beat competition Transit times and air mileage include connecting flight by 


domestic airline to Pan American gateway city. 
by days and weeks. Letters, con- 4 


tracts, specifications, credit infor- 
mation and documents are air 
mailed as a matter of course. 

Why not combine business and 
pleasurein a Clipperswing around 
exotic Latin lands? By Clipper you 
can make the entire trip in a frac- 
tion of the time you may think. 
Consult your Travel Agent, any 
airline office or—if neither is 
available in your city—write 
Pan American Airways, Chrysler 
Bldg., New York City. 


= PAN AMERICAN ‘ssc 
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halfway to meet union demands for highe 
wages. So far 28 cases have resulted iy 
wage increases. In the aggregate, Boar 
settlements have added an_ estimated 
$105,690,000 to the pay rolls of employ. 
ers involved. 

Some critics of the Board maintain tl 
its repeated approval of wage increases 
has encouraged unions to carry through 
their demands for higher wages, a principal 
cause of recent strikes. Two cases are cited, 
In one, involving General Motors Corp, 
the Board granted a flat 10-cents-an-hou 
increase. Subsequently all major employers 
in the automobile industry have been 
forced to give a corresponding increase, 
Another is the Board’s action in fixing a 
75-cent beginners’ wage at North Amer. 
ican Aviation Corp.—the highest starting 
rate in the industry. Already the unions 
are pressing other aircraft manufacturer 
to meet this new high minimum wag 
rate. 

Closed shop: Next to wage demands, 
union pressure for compulsory unionism 
has been the most important issue in dis- 
putes coming before the Board. So far 12 
agreements have specified some form of 
compulsory unionism. Types of closed 
shop appearing in these contracts vary. 
In one, union membership is made com- 
pulsory on the part of all employes. Ih 
another, any employe who joins a union 
must remain in good standing or lose his 
job. Still a third form was worked out 
in the Allis-Chalmers Manufacturing Co. 
dispute. There the agreement provides 
for an outside arbitrator to fix rules {c 
shop discipline, one of these being that 
employes may not criticize the union o 
its leaders in the plant. 

Arbitration: The Board also insists that 
agreements contain the union’s guarantee 
that there will be no strike during the 
term of the contract, and that adequate 
provisions be made for arbitration of al 
disputes arising during the life of the 
agreement. Insistence on arbitration 
clauses and the requirement that produc. 
tion be resumed before issues in dispute 
are discussed have brought criticism from 
some union leaders. 


The CIO resolution opposing creation 
of labor advisory committees within the 
Office of Production Management was iti- 
tiated by CIO President Philip Murray. 
and not by John L. Lewis, as indicated 
here last week. Addressing the 250 labor 
leaders who attended the recent CI0 
legislative conference, Mr. Murray a 
serted: 

“All that I can see in the creation 
advisory committees down here in Wash- 
ington is a furtherance of the jeopardy d 
our organization’s functioning throughott ; 
the nation.” 

The CIO president urged instead “i 
dustry councils” in which management 
and union representatives would have 
rect power to regulate policies of the it 
dustry. 
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REPORT ON TRENDS 


of business among the countries of 


NORTH AND SOUTH AMERICA 





Copyright 1941 by United States News Publishing Corporation. 


2201 M Street, N. W. 
Washington, D. C. 


ACTION to strangle German-Italian economic influence in Latin America is bring- 

ing a large part of hemisphere trade under Government control. Blacklist- 
ing of 1,800 individuals and firms in Latin America supplements previous steps 
to extend Government rule over trade for hemisphere defense. The groundwork now 
is laid for vigorous economic warfare in this hemisphere, in support of British 
action to cut trade ties with Nazi-dominated Europe. Chief United States 
weapons for the trade fight are these: 


EXPORT CONTROL covers more than half the dollar value of products mov- 
ing out of this country. Exporters must apply to the State Department 
for license to ship products on the control list. These products mostly 
are tools, machinery, strategic materials required for arms. The list 
probably will be widened. 





FREEZING OF FOREIGN ASSETS by the Treasury prevents Hitler agents from 
getting money into and out of the U. S. Permits must be obtained to draw 
against foreign funds. This powerful control will operate in conjunction 
with the blacklist. Those on the blacklist won't get exchange permits. 





PURCHASE AGREEMENTS are giving the U. S. first call on strategic hemisphere 
Supplies. These include copper, tin, mercury, tungsten. Arrangements have 
been made with Bolivia, Brazil, Mexico. More are expected. 





IN THE OPEN: Publication of an official blacklist clears up much confusion 
among exporters. Most firms judged to have German-Italian ties 

have been known for some time to the United States Government. Pressure was 

exerted to get exporters to drop many pro-German connections in Latin America. 





BUT: Exporters did not have ready access to the list. They had to apply 
to Government agencies on individual cases. This made for congestion at 
control points, and confusion. 


NOW exporters must consult the published list for standing of Latin-Ameri- 
can firms in economic warfare. This will help commerce, insofar as it sim- 
plifies procedure. Whether such gains will offset trade losses with black- 
listed firms remains to be seen. Actually trade has been increasing. 





GOALS: By strangling trade with blacklisted firms, United States aims to cut one 

source of funds for Nazi propaganda in Latin America. Freezing of for- 
eign-owned assets here was only partly effective. Nazi agents continued to 
derive money, directly or indirectly, from trade with the United States. 


IMMEDIATELY, trade controls should make it difficult for German and Ital- 
ian firms to buy in the U. S. as a wartime stop-gap. The sea blockade keeps 






(over) 
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REPORT ON INTER-AMERICAN TRENDS-- (Continued) 









Germany from supplying firms in Latin America. Last summer German firms 
were accused of taking orders in South America, on predictions the war 
soon would end. Then, as the war continued despite the collapse of France,’ 
they filled contracts by purchasing goods in the United States. 


POSTWAR trade position of the United States in Latin America may bene= 
fit from new controls. Expectation is many blacklisted firms will be 
starved out of existence. Firms taking over German-Italian business 
will be inclined to continue U. S. trade relations after the war. 








POLITICS: Blacklisting results for internal Latin-American politics may be im- 

portant. German-Italian population and business exercise strong in- 
fluence in sections of Argentina, Brazil, Chile. Many prominent Latin-American 
firms are listed. 





ADVERTISING in Latin-American newspapers will be affected by the list. 
Pro-Hitler papers got support from German-Italian firms, including agents 
of U. S. exporters. Presumably this support for pro-Axis propaganda will 
diminish. Otherwise, for most papers,loss will be offset by advertising of 
new trade agents. 


INTER-AMERICA office headed by Nelson Rockefeller has a $10,000,000 budget 
for the current fiscal year. Indications are the money will be spent on 
cultural, informational and trade projects, rather than attempts to give 
press subsidies. The Rockefeller office has been busy rooting out of United 
States trade German and Italian firms now formally on the blacklist. 


MARKETS: For duration of the war, anyway, Latin America must look mainly to 

the United States for machinery, steel, chemicals, heavy engineering 
equipment. Europe, including Britain, largely is out as a source of capital equip- 
ment supply. Potentially, Latin America is a huge market for factory equipment, 
commercial air lines, rail and electrical goods. 








BRITISH EXPORTERS to South America will concentrate on textiles, rubber and 
leather goods, made from materials in Empire sources. England has cut 
sales of machinery, steel products drastically, partly because of lend- 
lease program. Lend-lease has decreased British need for foreign exchange. 





SHIPPING shortage and defense priority on tools, machinery and scarce ma= 
terials limit expansion of United States trade in Latin America, especial- 
ly on heavy goods. Temporarily, shipping pinch may ease somewhat as result 

of assignment of seized foreign ships to Latin-American routes. Longer out=- 
look is obscure. However, Brazil is expected to get preference on some proj- 

| ects to aid industrialization, along the line of priority granted Brazil's 
$45,000,000 steel project. Brazilian industry has been moving along since 
war cut European imports. 


CANADA: Economic experts and officials from Canada are sitting in on Washington 

+ talks for integrating hemisphere trade and defense. Hints of greater co- 
operative action are Canada's plans to ration gasoline and metals, tying in with 
United States efforts to conserve materials for defense. 








IN EXCHANGE for United States tools and machines, Canada will have a hand 
in arming our military forces. Canada's arms industry has a long start on 
U. S. output. Soon Canada may supply the U. S. with shells and mechanized 

army equipment, pending full operation of new arms plants here. 
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YOU CAN now persuade a local draft 
board to reconsider cases of your married 
employes who have been classified as 1-A 
for Selective Service. National headquar- 
ters has directed local boards to recon- 
sider all cases where married men or fa- 
thers have been so classified. 


* + 


YOU CAN probably resist complying 
with a Labor Board order to reimburse 
employes for dues deducted from their 
pay for a union held by the Board to be 
company-dominated. Another federal cir- 
cuit court of appeals holds the Board 
is without authority to make such orders. 


* + 


YOU CANNOT employ persons under 
18 in logging or sawmill operations or on 
woodworking machines. The Children’s 
Bureau has defined these occupations as 
hazardous for minors under the Wage- 
Hour Law. 


* + 


YOU CAN obtain Government assist- 
ance to prevent a seller of cotton grey 
goods from charging prices higher than 
recently fixed ceilings. The Office of Price 
Administration and Civilian Supply ad- 
vises buyers to protest to sellers against 
such quotations, and to advise OPACS 
of any refusal by sellers to lower prices. 


* * * 


YOU CANNOT always lease equip- 
ment to operators and avoid paying so- 
cial security taxes on the earnings of your 
operators. A federal circuit court of ap- 
peals holds that drivers who lease taxi- 
cabs are employes of the cab company for 
social security tax purposes. 


% * * 


YOU CANNOT insure yourself against 
® suit under the Wage-Hour Law by 
| providing for arbitration of all grievances 
in a valid union contract, if a federal dis- 
trict court decision is upheld. The court 
held that suits for unpaid overtime com- 
pensation could be filed regardless of the 
existence of a contract, even though ar- 
bitration awards are enforceable under 
a the State law. 





&¢ & & 


YOU CAN, under provisions of the 
1984 Revenue Act, avoid paying federal 
meome taxes on the gain you realize from 
an exchange of shares of stock under a 
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Conclusions expressed in these 
paragraphs are based upon deci- 
sions and rulings of courts and 
Government bureaus. In making 
their decisions, courts and bureaus 
consider many facts which, for rea- 
sons of space, cannot be set forth 
in detail. The United States News, 
on written request, will refer inter- 
ested readers to sources of this 
basic material. 








merger of a holding company and its sub- 
sidiary. Exchange of your shares for shares 
in the continuing corporation is held by 
the Board of Tax Appeals to be a tax- 
exempt reorganization under the law. 











What you as a businessman CAN and CANNOT do 
as a result of federal court and administrative decisions: 


YOU CAN probably obtain a preference 
allocation for parts and materials needed 
in your business to repair and maintain 
passenger cars and trucks, household re- 
frigerators, stoves, water heaters and 
furnaces. OPACS has announced that ma- 
terials and equipment for such purposes 
should take preference over materials and 
equipment needed for new products. 


YOU CANNOT avoid paying federal 
income taxes on warrants you may receive 
as a stockholder in a corporation, en- 
titling you to subscribe to shares of pre- 
ferred stock in the concern. Such war- 
rants are held by the Board of Tax Ap- 
peals to constitute taxable income under 
the 1936 Revenue Act. 
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COLUMBIA 
GAS & ELECTRIC 
CORPORATION 


The Board of Directors has 
declared this day the following dividends: 
Cumulative 6% Preferred Steck, Series A 
No. 59, quarterly, $1.50 per share 
Cumulative Preferred Stock, 5% Series 
No. 49, quarterly, $1.25 per share 
5% Cumulative Preference Steck 
No. 38, quarterly, $1.25 per share 
payable on August 15, 1941, to holders of 
record at close of business July 19, 1941. 
Date PARKER 


July 9, 1941 Secretary 




















Dispute Over Corporation Taxes ' 
Another Setback for White House Move to Broaden Levy on Profits 


House committee’s plan 
to extend present basis 
for taxing excess returns 


On corporation tax policy, the Adminis- 
tration and Congress again are poles apart. 
President Roosevelt insists that the excess 
profits tax should apply, not merely to 
profits resulting from the armament pro- 
gram, but to all high or “excessive” profits. 
Congress is leaning more firmly toward 
the idea that the tax should be confined 
to profits above the average for the years 
immediately preceding the defense boom. 

Present trends indicate that those who 
share the latter view again will have their 
way, as they did when the present excess 
profits tax was passed last autumn. That 
would mean defeat for the Administration, 
with regard to the excess profits tax, for 
the second straight year. With higher and 
higher taxes in prospect, however, Admin- 
istration officials still hope that their 
theory ultimately will prevail. 

What the Administration wants is a 
broad base for the excess profits tax, a 
base that would compel a large number of 
corporations to pay the tax. Then, as de- 
fense spending mounts, the excess profits 


tax could be increased further, and more 
money could be drawn from this source. 

The House Ways and Means Commit- 
tee, which originates revenue legislation, 
has drawn up an excess profits tax plan 
that would rest on a comparatively narrow 
base. The Committee’s tax plan would 
hit many corporations much more severely 
than the Treasury proposal. But it is in- 
tended to tax profits in excess of prede- 
fense boom earnings rather than “exces- 
sive” profits. 

Differences over the excess profits tax 
were the subject of a White House con- 
ference last week, attended by Adminis- 
tration officials and by Representatives 
Doughton (Dem.), of North Carolina, 
chairman of the Ways and Means Com- 
mittee, and Cooper (Dem.) , of Tennessee, 
Committee member. The President asked 
that the Committee reconsider its action 
in rejecting a Treasury excess profits tax 
proposal that would carry out his theory. 

A special meeting of the Committee was 
called to pass on the President’s request. 
No action was taken, but members said 
afterward that sentiment still was over- 
whelmingly against the Treasury plan. 

The Treasury plan is the same as that 
proposed last year except that it is more 
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severe in the matter of rates. The Presi. 
dent was responsible for its resubmission 
this year. 

The excess profits tax proposal that the 
President wants adopted would tax, as 
excess profits, all earnings of corporations 
over 10 per cent of their invested capital, 
even though in the years preceding the 
launching of the defense program they 
earned several times this rate. Specifically, 
this is what the plan would do: 

1. Allow corporations an income credit, 
free of the excess profits tax, equal to their 
rate of earnings on invested capital in the 
four years preceding the defense emer- 
gency, except that the credit. would not 
be less than 4 per cent or more than 10 
per cent of invested capital. 

2. Tax income in excess of this credit at 
rates ranging from 33 to 65 per cent of 
the excess income. 

3. Tax corporations that averaged less 
than 4 per cent in the four years preceding 
the defense emergency at 10 per cent of 
that portion of their profits over ther 
actual average in those years and less th 
4 per cent of their invested capital. 

To understand the excess profits tar 
plan adopted by the Ways and Means 
Committee, it is necessary to remember 





— 


| EFFECT OF PROPOSED TAXES ON MARRIED COUPLES 


This table shows how higher income taxes proposed by the 
House Ways and Means Committee would affect husbands 
and wives who have been filing separate returns. The Com- 

| mittee would require joint returns. In one column is shown 
| the increased taxes that would be paid if separate returns 


Aggregate Tax under 
net income present law 
of husband separate 
and wife returns 
$ 3,000 $ 30.80 $ 
6,000 149.60 
9,000 - 290.40 
12,000 502.70 
15,000 792.00 
24,000 2,020.70 
36,000 4,687.10 
60,000 12,521.30 
90,000 25,759.80 
150,000 58,660.80 
900,000 590,398.20 











still were permitted. Another column shows taxes due under 
the joint returns requirement. The figures are based on no 
dependents, that the husband earns two-thirds of the in- | 
come and takes three-fourths of the personal exemption, | 
and that the maximum earned income credits are allowed. 


Per cent in- 


Per cent crease of joint 

















Tax under Per cent Tax under increase due return tax over 
new rates increase new rates and to rates and tax under new 
separate due to compulsory compulsory rates with sepa- 
returns rates joint returns joint returns rate returns | 
85.80 178.6 $ 85.80 178.6 0.0 | 
386.10 158.1 435.60 191.2 12.8 
768.90 164.8 961.40 231.1 25.0 
1,239.70 146.6 1,663.20 230.8 34.2 
1,815.00 129.2 2,545.40 221.4 40.2 
4,110.70. 103.4 6,032.40 198.5 46.7 j 
8,361.10 78.4 12,016.40 156.4 43.7 
19,429.30 55.2 26,206.40 109.3 34.9 
36,215.30 40.6 46,204.40 79.4 27.6 
74,561.30 27.1 88,299.60 50.5 184 
621,047.70 5.2 658,119.60 11.5 6.0 
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that, under present law, regular corpora- 
tion income taxes are taken out of income 
first, and the excess profits tax is taken 
out of remaining income. The Treasury 
plan would not change this arrangement. 

But the Committee plan would. It would 
require the excess profits tax to be taken 


@ut of income first, with the result that 


the regular corporation taxes would come 
out of remaining income. 

Aside from this feature, here is what 
the Committee plan would do: 

1. Allow corporations their choice of an 
income credit free of the tax. They could 
take 95 per cent of their averagé earnings 
in the four pre-emergency years, as in 
existing law, or they could use 8 per cent 
of the first $5,000,000 of their invested 
capital and 7 per cent of the rest. 

2. Tax income in excess of this credit at 
rates ranging from 35 to 60 per cent. 

$. Tax income of corporations that 
earned less than their allowable credit in 
the pre-emergency years at 10 per cent of 
that part of their profits over their aver- 
age in these years and less than their 
credit. 

Since, under the Committee plan, the 

excess profits tax would be taken out of 
income ahead of the regular corporation 
tax, naturally a larger share of income 
would be subject to the excess profits tax 
than otherwise. That would mean more 
taxes for many corporations, since excess 
profits tax rates are higher than the regu- 
lar corporation rates. It also would mean 
that more corporations would pay the ex- 
ess profits tax than otherwise. 
* A compensating feature is that corpora- 
tions that made large profits in pre-emer- 
gency years could use, as their credit, 95 
per cent of their average earnings and their 
corporation taxes in these years. 














—Harris & Ewing 
TAX ANTICIPATORS 


First of the notes which will be issued to make it 
easier for taxpayers to meet their tax bills, rolls 
off the press into the hands of Alvin Hall, Bu- 
teau of Engraving and Printing, and Daniel Bell, 
Under Secretary of the Treasury. 
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To Our Most 
Important Client 


Established 1812 


| ee BUSINESS— 

most important client of The 
National City Bank of New York, can use our 27- 
year accumulation of practical experience in the 
Latin-American field. Our 42 branches “south of 
the border”—the first established in Buenos Aires 
in 1914—are thoroughly familiar with local bank- 
ing and industrial conditions. They are prepared to 
help AMERICAN Business bridge the differences of 
race and language, and to interpret complicated 


banking laws, exchange and customs regulations. 


At our Head Office a special group of National 
City officials with many years of experience in the 
field, is exclusively engaged in handling Latin- 
American relationships for AMERICAN BUSINEss. 
You are invited to call upon them for consultation 


and guidance. 


THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office: 55 WALL STREET 70 Branches in Greater New York 


LATIN-AMERICAN BRANCHES 























ARGENTINA CHILE Caibarien Mexico REPUBLIC OF 
Buenos Aires Santiago Cardenas Mexico City Panama 
Sub-branches Valparaiso Manzanillo " 

Flores Matanzas p 2 Panama 
Plaza Once —— Santiago ‘Li: Colon 
Rosario ogee sieaeniaa Ama 
Barranquilla Dominic At 
Brazit Medellin a ee Pu 
Rio de Janeiro . Ciudac rae t ERTO Rico UruGuay 
ernambuco CuBA Barahona San Juan Montevid 
Santos (Agy.) Havana La Vega, Reiis Montevideo 
Sao Paul Sub-branches Puerto Plata 
ao Paulo ~ . > Bayamon 
Cuatro San Pedro de re 
. nde aguas i 
Cana Zone Caminos _ Macoris a Vesseees 
a Galiano Santiago de los Mayaguez 
Cristobal La Lonja Caballeros Ponce Caracas 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


Branches, affiliates and correspondent banks in every commercially 


important city of the world 




































‘Your Money or Your Wife’ 


By Our Own Tax Expert 


Scene: A cozy living room on a stormy night in April, 1942. 
Before the cheery fireplace a man and woman are sitting. 

Mrs:—Hark, I hear someone at the door! 

Mr:—Nonsense, darling. It is only the wind. Who would 
come out on a night like this? 

Mrs:—But I am sure I heard somebody. Perhaps it is a 
wayfarer lost in the storm, or somebody taking a poll on Ameri- 
can participation in the 
war! 

Mr:—You are right, 
somebody is_ knocking. 
I shall go see. 

(He opens the door, 
and in blows a great 
gust of sleet and a man 
all wet and half-frozen, 
a brief case clutched in his stiffening fingers.) 

Mrs:—Why, the poor soul! Sit him here next to the fire, 
precious. I'll get him a drink of something warming. 

Mr:—Let me take your great coat, sir. And that bag— 

SrraNGER:—Don’t touch that brief case! (He seizes the steam- 
ing glass from Mrs. and drains it at a draft.) Ah, that’s better. 
Well, to business. You are Mr. and Mrs. O. U. Taxwallop? 

Mr:—That is indeed correct. But how—? 

Srrancer:—Tut tut, I ask the questions! You live here? 

Mrs:—Certainly we live here! Does it look as if we were 
out for a hike? 

StraANGER:—Er, is there no chaperone? 

Mrs:—Just what do you mean? Ormsby and I have been 
married for eleven years. 

Srrancer:—Aha! I suspected as much. 

Mr. anp Mrs:—Who are you, anyhow? 

StraNnGcer:—I am Secret Operative No. 45,789 of the Internal 
Revenue Bureau, and I charge you with evading the Revenue 
Act of 1941 in that, while married and living together, you 
individually and collectively conspired to defraud the Govern- 
ment on January 1 by filing separate income tax returns. The 
penalty is a fine of $10,000 and annulment of your marriage. 

Mr:—But wait a moment. We were NOT living together on 
January 1. You see, it is this way. We had an argument the 
day after Christmas, like all married couples do, and my wife 
left home vowing she was going to live her own life. She is a 
lawyer, you see, and is not dependent upon me. I am an ac- 
countant, so we filed separate income tax returns. Two weeks 
ago—wasn’t it, sugar?—we thought we’d try for a reconcilia- 
tion, and it promises to work out swell, until June 14 anyhow. 

StraNGER:—Dash it all, I knew it! (He burst into tears.) 
Everywhere I go it is the same story. The law says that a 
man and a wife who were living together on January 1 must 
file a joint return, and I can’t find ANYBODY who was living 
together on New Year’s Day. But you can’t cheat Uncle Sam 
and get away with it! (Suddenly through the doors crowd a 
number of keen-eyed men who surround Mr. and Mrs.) 

Strrancer:—Allow me to introduce Dr. Braynz, the eminent 
psychologist, Professor Nixdumm with his lie-detector, and 
Marmaduke Efflepough who conducts the “Advice to the 


“IT WAS DISCOVERED THEY ARE 
MARRIED / * 
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Lovelorn” column in the newspapers. Proceed with the prison. 
ers, gentlemen! 

(Prof. Nixdumm quickly straps the lie detectors on the wrists 
of Mr. and Mrs. while the other eminent savants give ’em 
the works.) 

Braynz:—When you 
quarrel with each other 
is it over money and do 
you get a choking sen- 
sation in the esophagus, 
spots before the eyes 
and a general lessening 
of affection for each 
other? 

ErrLepouGcH:—Dear, dear, silly, foolish people. You have 
been happily married so-o-o-o many years and like little birds 
in the nest agree until there comes some foolish little nasty 
silly viper which sends you, my dear sweet silly little lady, 
away from the strong arms of your man, no? 

Mr:—What the blinkin’ blasted bedraggled kind of blooming 
blarney is this? Get the sizzling wotzis to heck out of here! 

Mrs:—Yes, scram, you lop-eared covey of animalculae or 
I'll bend your teeth back with a writ of certiorari! 

NrxpuMM:—I’m sorry, boss, but the machines show a strong 
outburst of high blood pressure and accelerated pulse, so prob- 
ably these folks really are mad at each other. 

SrraNnGceR:—Shucks! But wait, how do you know they are 
mad at each other? Maybe they are mad at somebody else? 

NrxpuMM:—I'm sorry, but this machine only indicates that 
they are angry. They say they are angry at each other, or 
were angry on January 1 and March 15. 

Mrs:—And WILL be on June, September and December 
15, so what? 

Srrancer:—Great jumping morgenthau! It can’t be a mere 
coincidence that husbands and wives split up on December 
31 and get reconciled January 2 all over the United States. 
There ought to be a law forbidding it. 

ErriteroucH:—And do you know, I noticed in my newspaper 
the other day that there were more divorces on December 31 
than all the other days of the year put together, and more mar- 
riages on January 2 than in the whole of June. 

SrraNncer:—I said there ought to be a law and I'll see to it 
that there is a law. I'll get Congress to put a $1,000 excise tax 
on divorce decrees and a $500 tax on bachelors and _ grass 
widows. You can’t cheat Uncle Sam and get away with it. 

Mr:—Yeah, and what about Uncle Sam cheating us and 
getting away with it, huh? 

SrraNGER:—That’s different! 


MERRY CHRISTMAS 








Mrs:—Come, dar- 








I've LosY MY Jos ! Ar ling, Tl tell you what 5 
; LAST WE CAN BE MARRIED let’s do. Let us quit 


business entirely and go 


way we will have 4 
few dollars to call our 
own. 
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Epitor’s Nore: Brief letters of com- 
ment and suggestions are invited. Those 
not intended for publication, and those 
with which writers desire to have only 
initials used, should be so marked. 


Nazi War Economy 

Sir:—A recent issue of your magazine 
savs we have $45,000,000,000 available for 
armament—less than half the amount 
spent by Germany “on an equivalent 
basis.” Your readers would like to know 
something about the German method of 
fnancing that huge program. The Ger- 
mans were practically without gold, their 
foreign credit was close to zero; how did 
they do it? 
Portland, Oregon. C. K. CuiLBerG 
[Ed. Note—The 1941 German war 
bill is taking, according to Commerce 
Department estimates, about 72 per 
cent of the German national income, 
of which, 34 per cent is paid for by 
taxes and 38 per cent is “loaned” to 
the Reich. The loans are forced, rath- 
er than voluntary. Basic underlying 
condition of German war finance is 
rigid control, in both the domestic 
and foreign fields. There are strict 
controls over international transac- 
tions. Export of capital is banned. 
Germany has swapped butter for ma- 
terials from abroad to make guns. 
Barter deals have been made that 
worked to Germany’s advantage. Es- 
sence of the whole system is force 
economics, as contrasted with free or 
voluntary economics. These tactics 
have proved to be, thus far, an effec- 
tive substitute for gold.] 


Nondefense Expenditures 

Sir:—If possible, will you kindly pub- 
lish some statistical information with ref- 
erence to the efforts of the Administra- 
tion to cut nondefense appropriations or 
to budget appropriations for that purpose 
which will show a definite attempt to 
reduce such appropriations? 
Moscow, Idaho. Guy W. Wo.re 


[Ed. Note—There has been no con- 
certed effort to cut nondefense ex- 
penditures. Result is that such re- 
ductions as have been made fall only 
in certain directions—such as WPA 
and public works. Administration an- 
swer is that many so-called Govern- 
ment nondefense branches have some 
defense chores to perform, with the 
result that expenditures for these ac- 
tivities have had to be increased. 
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HE PULLMAN COMPANY is making 

its newest contribution to traveling 
comfort — installing convenient 110- 
volt AC outlets in washrooms and 
room accommodations in Pullman 
cars sO you can enjoy the ease and 
speed of your electric shaver. 

Take it along the next time you go 
by Pullman! And if you want a shaver 
that will travel through your whiskers 
faster than a streamliner on a straight 
stretch, make sure you have one of the 





new Remington multiple-head shavers. 
These sensational shavers, used and 
endorsed by leading barbers the coun- 
try over, give you the world’s fastest, 
most comfortable shaves. To find out 
what a really first-class shave is like, 
ask your dealer today to let you try 
the new Remingtons! 

General Shaver Division of Remington 
Rand Inc., Bridgeport, Conn. Service 
Stations located at Remington Rand 
Offices in more than 130 cities. 


TOOAYS BIG THREE'IN ELECTRIC SHAVERS 





REMINGTON DUAL. The famous two-headed “90- 
second” shaver! 109% more cutting length than any 
single-headed shaver. Complete with transparent head 
guard and hair pockets for trimmed hairs. 


. $153 


REMINGTON TRIPLE-HEAD. The Dual plus an extra 
head for trimming sideburns, mustache, stray hairs on 
neck or Adam’s apple. Complete with hair 

pockets and transparent head guard. AC-DC. $1732 


REMINGTON DOUBLE-HEADER. New economy 
model with latest type magnetic unit for AC only. 
Extra quiet. No radio interference. Has hair 

pockets and transparent head guard. .......... $4275 


REMINGTON RAND 


FASTEST SHAVING, FASTEST SELLING ELECTRIC SHAVERS 
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Justice Murphy for War Post? . . . ‘Pork Barrel! 
Charge in Arms Effort .. . Lag in Ordnance Design 


Henry Morgenthau’s Monday lunch- 
eons with President Roosevelt con- 
tinue to give him the last word in 
influencing the President’s attitude 
toward tax policy. 


xk * 


Some important members of the 
House Ways and Means Committee 
are criticizing Mr. Roosevelt for at- 
tempting to induce them to change 
their plans for a new excess profits 
tax and are criticizing Morgenthau 
for influencing the President to bring 
pressure to bear. 


x * * 


President Roosevelt gave the tip that 
Bernard Baruch had lost his argu- 
ment with Leon Henderson over price 
policy by remarking that he had never 
heard of Mr. Baruch’s idea of a gen- 
eral price ceiling. Mr. Baruch has 
been a regular White House luncheon 
guest. 


xk * 


New Dealers are saying that in the 
last war the controls of the Baruch- 
headed War Industries Board never 
were applied until inflation had about 
run its course, so that they don’t 
carry much of a lesson for the present. 


x * * 


Nearly every high official now is 
agreed that drastic reorganization of 
over-all defense machinery is neces- 
sary, but there is no sign of early 
White House action. 


xk * 


House Speaker Rayburn was unable 
to impress President Roosevelt with 
his observation that the House of Rep- 
resentatives would refuse to extend the 
time of service of drafted men. The 
President didn’t take the Speaker’s 
words as a prophecy. 


xk * 


The White House is increasingly em- 
barrassed by the fact that the two 
Senate committees that deal with 
Army and Navy matters are headed 
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by two leading isolationists who con- 
sistently oppose Administration for- 
eign policy—Walsh, of Massachusetts, 
and Reynolds, of North Carolina. 


x * * 


The President is finding less and less 
time to devote to decisions on general 
Government policy, even when it 
affects defense. Cabinet members are 
beginning to complain that they have 
difficulty in getting action out of the 
White House. 


xk * 


Some high Army officers are becom- 
ing convinced that an important 
element in Congress regards the whole 
defense program as little more than 
a gigantic pork barrel. The amount of 
time that must be taken up with 
Congressmen interested in influencing 
the spending of Army funds is grow- 
ing no less. 
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Leon Henderson and William Knud- 
sen are not making much progress in 
their effort to iron out differences on 
matters of power and policy between 
price control and priorities control 
organizations. 


x kk 


Sources very close to the White House 
are complaining that evidence sug- 
gests a general tendency for this 
country to lag far behind other coun- 
tries in design of ordnance with high 
fire power. 


xk 


A deliberate effort now is being made 
to select Army generals who are less 
far advanced in years than in the 
past. Out of 37 recent appointments, 
only two of the new generals were over 
60, and one was as young as 40 years 
of age. 


xk 


Rumors are recurring that Supreme 
Court Justice Frank Murphy is in- 
terested in resigning from the Court 
if he can fill a high post in the execu- 


tive arm of the Government. The post 


of Secretary of War is being men- 


tioned. 
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New lend-lease funds will involve 
large amounts for purchase of war 
materials to go to China, answering 
reports of a possible Japanese-U.S. 
appeasement program. 
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Harry Hopkins on his new trip to 
London again is acting as eyes and 
ears for the President on matters that 
can’t be trusted to regular diplomatic 
channels. 


x * * 


Walter Reuther, author of the 500- 
planes-a-day plan, is being discussed 
for chairman of the Office of Produc- 


tion Management’s labor advisory § 


committee for the auto industry. 
x kk 


New statistical measurements devel- 
oped by OPM to keep check on de- 
fense production schedules now put 
armament production peak in the lat- 
ter part of 1942. Some schedules have 
been stepped up, but estimates of pro- 
duction of planes and other important 
war weapons have been reduced from 
earlier optimistic predictions. 


xk 


The political campaign of 1942 al- 
ready is under way. Democratic poli- 
ticians are complaining to National 
Committee Chairman Flynn that they 
are not getting enough “defense pa- 
tronage,” while Republican members 
of Congress are declining to vote 
against organized labor. 


x kk 


Department of Agriculture officials 
are pointing out that the State and 
county defense committees announced 
by Secretary of Agriculture Wickard 
are putting State extension leaders in 
a position where they have no choice 
but to go along with the Government's 
farm program. 


THE UNITED STATES NEWS 

















N 





